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A Message from the 
President of F.G.A.A. 


a 


PROGRESS made under the Joint Program for Improving 
Accounting in the Federal Government, launched by the comp- 
troller general of the United States, the Secretary of the Treasury, 
and the director of the Bureau of the Budget in 1947, has been 
recognized and praised by members of the Congress and prominent 
citizens in the professional, financial, and business fields. The 
members of the F.G.A.A. and other employees in the federal 
service who are dedicating their careers to the joint program 
appreciate these words of encouragement, which will inspire us 
to carry on. 

The accomplishments in the last ten years resulted from com- 
bined efforts of the Congress, the President, department and agency 
officials, prominent citizens and professional organizations in the 
academic, financial, and business world, and last, but not least, 
the members of F.G.A.A. and other employees in the federal 
service. Most of us devoting full time to the modernization and 
simplification of accounting, auditing, and budgeting in the federal 
government are proud of the progress to date, but much remains 
to be done. 

The magnitude of the program was expressed admirably by 
John W. McEachren in the September 1955 Journal of Account- 
ancy: ‘What is happening lacks the dramatic impact of a revolu- 
tion. But it represents something better, a planned evolution 
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which promises to work the most significant transformation in our 
government’s financial management since the days of Alexander 
Hamilton.” Generally, since the days of Alexander Hamilton, the 
government’s accounting system has been concerned with central 
fiscal requirements for accountability and compliance with legal 
limitations. Expenditure vouchers were sent to Washington for 
audit to determine compliance with legal requirements and appro- 
priation limitations. In 1949 and 1950 the Congress eliminated 
certain restrictive barriers and directed generally that a well- 
integrated system of budgeting, accounting, and auditing be 
established for the federal government. Central agencies prescribe 
the principles, standards, and basic requirements. Agencies, in 
accordance with management needs, establish systems of account- 
ing and internal control including internal audit for all funds, 
property, and other assets. The policy of the General Accounting 
Office, generally, is to audit the activities and transactions of the 
agencies at the site. 

These improvements in financial management have created 
numerous administrative and technical problems. The technical 
programs of the F.G.A.A. at the national and chapter levels have 
been geared to consider these problems and to assist in their solu- 
tions by appealing to members with the “know-how” on a specific 
subject to write articles for The Federal Accountant and to make 
speeches before the membership at monthly meetings, round-table 
discussions, and annual symposia. Human abilities are the key 
to the solution of our problems. The growth and success of the 
association to date, and its progress in the future, will depend upon 
members coming forth with their professional] talents to help asso- 
ciates with technical problems. Self-education and exchange of 
professional ideas and experiences will better equip members to 
perform their duties for the government and the taxpayer. 

Public Law 863, approved August 1, 1956, requires accrual 
accounting, cost-based budgeting, simplification of the allotment 
structure, and consistent classifications for budgeting and account- 
ing synchronized with organization units. 

The Bureau of the Budget strengthened its participation in the 
Joint Program in 1956 by initiating a Financial Management 
Improvement Program to carry out the recommendations of the 
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MESSAGE FROM THE PRESIDENT 5 


second Hoover Commission for further improvement in budget- 
ing, accounting, and management in the executive branch. 

The technical sessions of the association’s annual symposium to 
be held in Washington, D. C., on October 8, 1957, will be devoted 
to this important development. The theme will be “Federal 
Accounting and Budgeting—A New Look.” The new concepts will 
affect all levels of management, and many of our members will 
participate in the revision of accounting and budgeting policies and 
procedures. For these reasons, it is suggested that consideration be 
given to the topics mentioned above at chapter meetings during 
the coming year. 


WILLIAM A. NEWMAN, JR. 
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Lindsley H. Noble 


The Controllership Program 


of the Post Office Department 


As a part of a long-range program established to provide better serv- 
ice at lower cost, the Post Office Department has undergone substantial 
reorganization and modernization. The entire controllership function, 
which represents only a part of the entire management reorganization 
program, has been strengthened through decentralization. Financial 
management, cost accounting, and budgeting procedures have been 
improved, and other facets of the controllership program have been 
developed. Such changes strengthen management throughout the 
Department. 


Mr. Noble is deputy assistant postmaster-general and controller of 
the Post Office Department. 


THE subject of controllership in government is of interest to all 
of those concerned with management progress in government and 
to those interested in general in the contribution that accounting 
can make to human progress in all walks of life. It is my purpose 
to describe in some detail the story of this progress in one specific 
agency, the United States Post Office Department. 

The Post Office is such an integral part of American life that I 
am sure it is taken for granted by its average user, even though it 
touches more frequently the lives of more persons than any other 
government agency. Like any other service, people get excited 
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about it only when something goes wrong—when a letter is lost or a 
parcel is damaged in transit. Perhaps a few statistics will exemplify 
the magnitude of the postal service and the admirable achievements 
of the more than 500,000 conscientious and devoted public servants 
who are quietly doing their very complex and difficult job day by 
day. 


ACTIVITIES OF THE POST OFFICE DEPARTMENT 


During the fiscal year 1956 the postal service handled more than 
56 billion pieces of mail. This is more than 150 million pieces for 
every day of the year and exceeds in one day the amount of mail 
carried annually by most of the postal systems of the world. Since 
there are 38,000 post offices scattered throughout the nation and 
its possessions, it has been statistically computed that there are 
possibilities of 1.5 billion different combinations of mail move- 
ments which the Department has to be ready to make at all times. 
We operate 88,000 city delivery routes serving 35 million families 
and 3 million business firms. There are 32,000 rural routes covering 
1.5 million miles of road and serving 9 million families. 

The handling of mail involves not only the various classes of 
mail, such as first-class mail, publications, and parcel post, but also 
special services such as special delivery, registered mail, and the 
newly inaugurated certified and combination mail services. In 
addition, the Department operates rather extensive financial serv- 
ices involving the issuance of more than 350 million postal money 
orders each year. The money orders issued in a single day, if piled 
one on top of the other, would be one and one-half times the height 
of the Washington Monument. We operate the largest savings bank 
in the world, involving nearly 2.5 million postal savings accounts 
with aggregate balances of $1.8 billion. This latter activity is the 
only one that is not growing. Actually it appears to be liquidating 
itself owing to the present availability of more favorable interest 
rates elsewhere. For some time now, withdrawals have been ex- 
ceeding deposits at the rate of about $20 million per month. 

The Department sells about 28 billion stamps and postal cards 
each year and handles 316 million insured, registered, and C.O.D. 
items. We sell $200 million in U.S. Savings Bonds and stamps for 
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the Treasury, $20 million in Internal Revenue Stamps, and $4.5 
million in migratory-bird hunting stamps for the Department of 
the Interior. Rural mail carriers are called upon to survey wild fowl 
populations, report forest fires, and distribute live stock and crop 
acreage survey cards. The Post Office delivers flags for the funerals 
of deceased war veterans, conducts examinations for civil service 
applicants, locates relatives of deceased personnel for the Armed 
Forces, provides application blanks for alien registration, certifies 
widows and children for continued benefits, and supplies blank 
income-tax forms to taxpayers. 

The gross operating and capital expenditures of the Department 
for the current fiscal year are budgeted at $3.3 billion. Revenues 
are estimated at $2.6 billion, leaving a projected deficit of $700 
million to be financed by appropriations from the Treasury unless 
Congress has in the meantime increased postal rates as repeatedly 
urged by the Department. Since World War II the accumulated 
deficit of the Post Office amounts to more than $5 billion. This is 
more than three times the losses sustained in the previous century 
and a half of our nation’s history. The deficit is attributable to the 
combination of constantly rising wage and price levels and neg- 
ligible increases in postal rates since 1932. 


REORGANIZATION OF THE MANAGEMENT FUNCTION 


The modernization of the financial structure of the Post Office 
Department began in 1950 as a result of the recommendations of 
the first Hoover Commission and the General Accounting Office. 
It was not, however, until 1953, when Postmaster General Arthur 
Summerfield undertook the reorganization of the entire manage- 
ment function, that the controllership program really got under 
way. This, I think, highlights a very interesting fact, namely, that 
modern management and modern controllership go hand in hand. 
Each one needs the other in order to realize its fullest potentialities. 

The cornerstone of the management reorganization was de- 
centralization. In the past, 40,000 postmasters reported directly to 
Washington, even on the most trivial problems. ‘The headquarters 
office was bogged down at many points in a mass of detail, and those 
in the field had to wait months—sometimes years—for decisions 
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from Washington. Nearly every commission reviewing the postal 
operations, from the Penrose-Overstreet Commission of 1908 to the 
Hoover Commission of 1949, had recommended decentralization 
of the Post Office Department. Today this Herculean task is prac- 
tically an accomplished fact. 

Briefly, the organization as it is now established is as follows: 
The Postmaster General, who, of course, is a member of the Pres- 
ident’s cabinet, is assisted by a deputy postmaster general whose 
position is similar to that of an executive vice-president of a 
modern business corporation. There are five assistant postmasters 
general, all of whom, like the Postmaster General and his deputy, 
are appointed by the President. Each of these assistants is respon- 
sible for a specific functional area: post office operations, transpor- 
tation, finance, facilities, and personnel. There are also the Bureaus 
of the Chief Postal Inspector and the General Counsel, the Office of 
Research and Engineering, and the executive and special assistants 
to the Postmaster General and the deputy postmaster general. 

This headquarters staff devotes itself to policy making and 
planning, general executive direction and control, technical pro- 
cedures and research, and central reporting. Responsibility for the 
active supervision of field operations rests with fifteen regional 
offices. These offices administer all postal functions within their 
geographical areas except the Inspection Service, the Internal 
Audit Staff, and the supply centers which operate as parts of the 
Washington headquarters organization. Each regional office is 
administered by a regional director. It is organized on a functional 
basis, with the following seven principal officials reporting to the 
director: operations manager, regional controller, real estate 
manager, vehicle manager, personnel manager, industrial engineer- 
ing manager, and transportation manager. 

The regions are further subdivided into postal districts which 
are supervised by district operations managers, who report to their 
regional counterparts. These provide the direct line supervision of 
individual post offices. The Postal Transportation Service, engaged 
in the movement of mail and its distribution in transit, is super- 
vised locally by district transportation managers who also report 
to their regional counterparts. 
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CONTROLLERSHIP PROGRAM 11 
THE CONTROLLERSHIP PROGRAM 


The present program for improvement of financial management 
in the Post Office Department began in 1950. In that year Congress 
enacted the Post Office Department Financial Control Act, in 
which the Accounting Systems Division of the General Accounting 
Office played a very important part. This act transferred the respon- 
sibility for the accounting for the Post Office Department from the 
General Accounting Office to the Post Office Department, where 
it properly belonged. The act was practically companion legislation 
with the familiar Budget and Accounting Procedures Act of 1950 
and is very similar to that act in the provisions requiring the 
maintenance of adequate and efficient systems of accounting and 
internal control and full financial disclosure in accordance with 
principles and standards prescribed by the comptroller general. 

In carrying out this act, the Department, in 1951, set up twelve 
field-accounting offices which took over the work that had pre- 
viously been done by the General Accounting Office in Asheville, 
North Carolina. There was not much basic change in the account- 
ing work itself, however, which was largely fiscal voucher audit 
work. Under the controllership program instituted by Postmaster 
General Summerfield, these field offices were converted into re- 
gional controller offices. The number and location of the offices 
were changed to conform with the regional management pattern, 
and they were made a part of regional management. 

In Washington, the Bureau of the Controller and the Bureau 
of Finance were merged into one, and the financial work performed 
by other bureaus was concentrated in the single reorganized 
Bureau of Finance, headed by an assistant postmaster-general. His 
deputy is also the controller and provides over-all technical super- 
vision and continuity in the controllership area. 

The Bureau of Finance now has the following divisions: Ac- 
counting, Budget, Systems and Procedures, Statistics and Eco- 
nomics, Cost Analysis, Postal Funds, Philately, Postal Rates, and 
Internal Audit. There are four assistant controllers and a finance 
officer, who, with the controller and the director of postal rates, 
comprise the immediate staff of the assistant postmaster general. 
The authorized strength of the Bureau is 775, and this includes 
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area offices of the Division of Internal Audit and the Money Order 
Center at Kansas City. 

The Accounting Division maintains the central and controlling 
accounts and prepares the over-all departmental financial state- 
ments, both monthly and annually. This is done by consolidating 
the fifteen trial balances, sent monthly from the regions, with the 
central trial balance. The regional controller offices send tabulating 
cards with their trial balances, so the machine processing of con- 
solidation is relatively simple. 

The Budget Division, as its name implies, develops the calls for 
estimates from all bureaus, compiles the over-all budget, and assists 
the deputy postmaster general in the administrative review, the 
hearings at the Bureau of the Budget, and the congressional hear- 
ings each year. It issues budgetary allotments, polices them, and 
impounds savings. Great strides have been made in integrating the 
budget estimates with workload and performance data. With this 
much accomplished, we now can look forward to the day when we 
will be on a fully cost-based budget. 

The Systems and Procedures Division staff develops accounting 
systems and procedures and the application of electronic data- 
processing techniques. It assists the regional controller offices in 
matters of organization, staffing, and office management, and it is 
responsible also for forms control and records management. 

The Economics and Statistics Division staff is the newest of our 
financial units, and has begun to function only recently. It has al- 
ready made a substantial contribution in the field of sound statisti- 
cal sampling, where it has shown us how to obtain more accurate 
results with smaller but more scientifically selected samples. It is 
developing correlations between postal volume and various eco- 
nomic indexes which will be of great help to us in making more 
accurate forecasts of our requirements. It is also looking into the 
field of quality control through statistical sampling, which con- 
tains great possibilities in an operation such as ours. The staff is also 
responsible for our reports management program. 

The Cost Analysis Division carries on the work of the cost ascer- 
tainment system under which the Department measures, by ac- 
counting and statistical means, the revenues and costs by classes of 
mail. It also prepares consolidations of monthly cost reports of the 
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various motor-vehicle pools, the mail-bag repair units, and the 
equipment-repair shops. It provides the technical supervision for 
these cost units in the field. In addition, it prepares the consolidated 
reports under the work performance standards system. 

The Division of Postal Funds is generally responsible for the 
working relationships between the Post Office Department and the 
Treasury Department and for matters involving commercial bank 
accounts established by the larger post offices. It also deals with 
matters of policy relating to money orders and postal savings. 

The Philately Division, of course, is responsible for the issuance 
of commemorative and other new stamps. The division pays for 
itself handsomely in the sale of stamps which are never used for 
mailing purposes. 

The Postal Rates Division makes the studies necessary to support 
legislative requests for increases in first-, second-, and third-class 
and air mail rates which are set by Congress. It also develops pro- 
posals for changes in rates on parcel post, which must be approved 
by the Interstate Commerce Commission. In addition, it has 
general technical responsibility for the rates over which the De- 
partment has full authority. 

The Internal Audit Division is responsible for assuring the 
general integrity of the accounts and the proper functioning of 
adequate systems of internal controls. Most of the men are stationed 
in the field, but they are administratively independent of the 
regional offices. Their primary work is in the examination of re- 
gional controller offices. In the interests of economy, an arrange- 
ment has been worked out with the Inspection Service whereby 
the latter will perform the financial audit of our 38,000 post offices 
for the Internal Audit staff. The inspection staff is much larger 
than the internal audit staff, and inspectors are required to call 
regularly on post offices in the performance of their broader duties. 
Since we have now eliminated most of the accounting work at post 
offices, the financial examinations consist primarily of cash account- 
ability. The Internal Audit Division establishes the standards 
under which post office audits are conducted. 

The fifteen regional controller organizations parallel the Wash- 
ington setup to some extent. Each regional controller has an ac- 
counting officer, a budget officer, a cost officer, and a disbursing 
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officer on his staff. The accounting officer is responsible for all 
accounting, payroll, and pre-audit of disbursements. The staffs of 
all but the accounting officers are relatively small. We expect to 
have about 2,500 people, all told, on the staffs of the fifteen regional 
controller offices. 


STEPS TAKEN TO CONTROL PAPERWORK 


It has been the aim of the controllership program to relieve our 
38,000 postmasters and their staffs of as much accounting and 
clerical work as possible and to simplify the work of handling 
cash and accountable paper such as stamps, money orders, and 
postal savings certificates. To this end we have taken the follow- 
ing major steps: 

1. Payrolls. The preparation of all payrolls has been centralized 
in the fifteen regional controller offices. In this manner we have 
sufficient volume of work at each point to use high-speed tabulating 
and electronic equipment effectively. Our 520,000 biweekly pay- 
checks are now all on Treasury punchcard checks and are issued by 
our regional controllers. We have an unusually complicated salary 
structure in the postal field service, and there are a variety of 
schedules, dual-rated positions, night differentials, and so on. 

We were optimistic enough to believe that we could handle these 
payrolls mechanically at central points with only a seven-day pay 
lag, including the travel time for time cards and paychecks, and 
we are proud to say that we have been able to achieve this. We are 
still shaking out some of the “bugs” at a few points, but the system 
is working well on the whole despite the tremendous volume and 
the extensive areas involved. The postmasters are now relieved 
wholly of their problems of interpreting complicated pay regula- 
tions and of handling the endless number of complicated deduc- 
tions that plague us all today. We have saved more than 2,000 
positions through the payroll centralization program and have 
relieved the postmasters and their staffs of many headaches. As a 
result, postmasters can now concentrate on their primary function 
of administering and improving the mail service. 

2. Other disbursements. In addition to payrolls, regional con- 
troller offices have taken over practically all of the disbursements 
for post offices. They now pay uniform allowances, contract hire of 
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vehicles, gas and oil purchases, star route contracts, contract postal 
stations, utilities, rents, and so on. Most of these payments are 
repetitive and can be effectively handled by tab cards which facili- 
tate the preparation of accounting and statistical data and provide 
good internal control. 

3. Cash handling. Formerly the various kinds of cash had to be 
kept physically separated, according to sources, both when on hand 
and in the bank, by means of separate bank accounts and separate 
books and records. Now all the money is incorporated on the cash 
side into one fund and accounting does the rest. The postmaster 
merely classifies his receipts in his daily cashbook. 

We have installed a direct-to-bank deposit plan which has elimi- 
nated the repeated handling and counting of cash, expedited the 
flow of funds to the Treasury, and improved internal control. All 
post offices deposit their surplus funds directly with Federal Re- 
serve Banks. In larger cities the stations and branches deposit their 
funds at nearby commercial banks, from which they are period- 
ically remitted by check to the Federal Reserve. This procedure 
eliminated the remittance units at fifty-six former central-account- 
ing post offices and resulted in annual personnel savings of $2.5 
million. 

4. Reports. The adoption of the consolidated cash account con- 
cept has eliminated a tremendous amount of paperwork. It has 
done away with the preparation and submission of 435,000 annual 
reports to the regional controller offices. It has also eliminated 
520,000 daily financial statements each year within the 300 largest 
post offices. Monthly statements of account are submitted now by 
the 3,400 first-class offices. These offices, which represent only 10 
per cent of the total number of post offices, account for 90 per cent 
of our total post office revenues. The remaining 34,000 smaller 
post offices report only four times per year. Now that practically 
all of the expenses of these offices are paid at the regional offices, 
we can make monthly estimates of the remaining transactions that 
are close enough for interim accounting purposes. These estimates 
are adjusted when the quarterly reports are received. 

5. Money orders and postal savings. Through the adoption of a 
three-part money order form, the separate application form for 
money orders has been completely eliminated, and the time that it 
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takes to issue these orders has been reduced by 40 per cent. We 
have centralized the audit of money orders at one point in Kansas 
City. All paid money orders are now shipped by the Federal Re- 
serve Banks through which they are cleared to Kansas City, instead 
of flowing back to the regions in which they were cashed and then 
being sorted for shipment back to the regions where issued. At the 
Money Order Center, electric tabulating equipment mechanically 
audits 1.3 million paid money orders daily. Thus we achieve more 
rapid verification at less cost than under the old decentralized pro- 
cedures. Now we look forward to the day when we can convert this 
entire system to an electronic operation. | 

Postal savings certificates have been converted to punchcard 
forms which materially expedite the audit of redemptions. Pay- 
ment of compound interest has been authorized: In the past if a 
depositor wished to receive interest on his accumulated interest he 
had to cash his certificate to collect the interest and then redeposit 
the funds. This cumbersome and expensive process is no longer 
necessary. Through these changes, and many more, we have 
achieved a streamlining of operations in post offices, reduced cost, 
and in many cases increased accuracy, improved controls, and 
expedited reports. 


THE COST ACCOUNTING SYSTEM 


The Post Office Department is a huge public-service type of 
enterprise that provides the cost accountant with almost un- 
paralleled opportunities for contributing to improved efficiency. 
In complexity, the postal system is very much like the railroad 
industry in that it transports the property of others and delivers 
it promptly and safely to its destination. We have a somewhat 
similar variety of cost-accounting problems in determining the 
costs of our various services. 

Those who have not had occasion to think about the service 
in this connection, as I had not prior to joining the Department, 
may be surprised to learn that the magnitude and complexity 
of the postal service is such that it is just not economically feasible 
to maintain a process-cost system that will turn out the individual 
costs of our various services on a continuing basis. By services, I 
mean such items as first-class mail, air mail, second-class mail, third- 
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class mail, parcel post, and so on. Think of the payroll distribution 
problem we would face if our clerks tried to report their time con- 
tinuously in terms of class of mail handled. Furthermore, when 
we sell stamps or metered postage, we have no idea as to the class of 
service on which they may be used. It is therefore quite impossible 
to classify either revenues or expenses at the source in terms of 
services, the way an ordinary business would do. 

As far back as 1926 the Congress recognized the existence of this 
problem and provided for the establishment of a ‘“‘Cost Ascertain- 
ment System.”” Under this system the Department makes periodic 
tests on a statistical sampling basis of its physical volume and costs 
and revenues by classes of service, and it applies the results of these 
tests to the national totals. The system has been revised and refined 
over the years and today produces quarterly and annual statistics 
of our volume, revenues, and costs that have come to be accepted as 
generally sound by experts who have given it careful study. 

The Cost Ascertainment System has been of value primarily as 
a means of determining the Department’s revenues from its various 
services and the costs involved in producing them. These costs are 
on a fully allocated basis under which all joint as well as direct 
costs are spread among the various services according to their 
use of the facilities and manpower involved. These data are in- 
valuable in matters involving the establishment of rates and serv- 
ices and in questions of broad postal policy. They are not of much 
value, however, in a program of cost control since they are not 
developed or compiled in terms of operating functions, and, being 
on a statistical sampling basis, they do not cover costs of all indi- 
vidual operating units. 

For these reasons, one of the early steps in the controllership 
program was to establish cost systems, or their equivalent, in the 
major operational areas. Although a very sizable undertaking, this 
was relatively easy in the industrial type of supporting activity, such 
as the operation of our fleet of 22,000 motor vehicles, and in our 
mail equipment shops where we manufacture and repair padlocks 
and mail bags. In these areas we have developed unit-cost systems 
(including some application of standard costs). The costs include 
such items as depreciation, and they allow for changes in inven- 
tories in conformance with customary industrial practices. These 
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systems turn out unit-cost data on a continuing basis, which is of 
great use to management in controlling the cost of these operations 
and in improving efficiency. 

In the mail-handling activities of post offices and transportation 
terminals we have had a more difficult problem in arriving at 
measurements of operating efficiency and determinations of func- 
tional costs. In June 1953 the Department inaugurated a system of 
Work Performance Standards in several of the largest post offices. 
The system is relatively simple as it involves only the major mail- 
handling units, and it consists of measuring, on a continuing basis, 
the volume of mail handled and the direct and indirect man hours 
used. National standards of productivity have been established, and 
the production per man hour for each unit is computed for each 
accounting period and converted to a percentage of achievement of 
the standard. The system has been extended to sixty major mail- 
handling installations representing approximately one-half of all 
employment of supervisors, clerks, and mail-handlers at first- and 
second-class offices. It has proven to be extremely valuable in iden- 
tifying substandard performance areas, in appraising the effect of 
changes in organization methods, training, lay-out and facilities, 
and in improving the effectiveness of supervision. 

Valuable as the Work Performance Standards System may be, it 
is limited to man-hour productivity for individual units. It does 
not provide an over-all evaluation of the efficiency of an entire 
post office. After a great deal of study and research, our Cost Analy- 
sis Division and Statistics and Economics Division have come up 
with what appears to be a sound and workable common-denomi- 
nator unit of measurement for all classes of mail, from which 
over-all unit costs and man-hour productivity can be determined. 
We call these units “EPOMS,” derived from the phrase “equated 
pieces of mail.” Conversion factors have been established by which 
the number of pieces, pounds, or sacks of originating mail can be 
converted into the equivalent number of first-class letters from 
the point of view of the processing labor required to handle them. 
In the same manner, the numbers of feet, pounds, baskets, or 
sacks of incoming mail are converted into the labor equivalent of 
originating first-class letters. ‘The resulting units, or EPOMS, give 

the volume in terms of workload, regardiess of product mix. 
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With this data postmasters can measure, each day, each week, and 
each accounting period, the man-hours actually consumed against 
the man-hours that should have been consumed for the number of 
EPOMS processed. Periodic comparisons of results indicate changes 
in efficiency; comparisons with similar figures for other offices 
indicate relative efficiency. At the end of each accounting period 
we also compare these EPOMS with the total dollar cost to see 
how the unit-cost per hundred EPOMS is running at each of 
the post offices where the system is installed. 

This new system of measuring workload was only put into use 
on July 1, 1956, and is still on something of an experimental basis. 
It has already shown surprisingly good results, however, and has 
evoked much interest on the part of management. We believe we 
are developing here a useful tool in the control and reduction of 
operating costs at the point where more than 80 per cent of our 
expenditures occur. 


GENERAL ACCOUNTING AND BUDGETING 
PROCEDURES 


In our over-all financial accounting and budgeting we are well 
along toward the achievement of full modern business-type pro- 
cedures. We still have a few major steps to take, some of which will 
require changes in our appropriation structure. 

Each of our fifteen regional controller offices maintains a com- 
plete set of general ledger accounts which operate as branch ac- 
counts under the headquarters general ledger. We have developed 
a five-digit uniform account classification that permits us to accu- 
mulate data under standard accounting concepts of assets, liabil- 
ities, equity, revenue, and expense, and under appropriation 
accounts which at present cut across this classification. 

Also, we have now completely integrated our motor-vehicle cost- 
accounting system with our general accounts. Motor vehicles and 
garage equipment are carried in the accounts and depreciated cur- 
rently. Inventories of garage materials and supplies are carried 
and charged off as consumed. Cost of vehicle usage is distributed 
currently to the installation concerned. The cost systems for our 
mail-equipment shops and mail-bag repair units will soon be 
similarly integrated. 
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The next big step, of course, will be the establishment of plant 
values for all our post offices and related equipment throughout 
the country and the development of comprehensive plant records. 
This will be a project of great magnitude. We have purposely left 
it until late in our program because it does not have the immediate 
operating significance or the value of most of the other projects on 
which we have been concetitrating. 

One of the most revolutionary changes we have made in recent 
months has been the adoption of the thirteen-period year. We are 
the first federal government agency of the scale and magnitude of 
the Post Office Department to adopt this useful device. We must 
still live with the government’s fiscal year (July 1 to June 30), and 
it may be of some interest for the reader to see how we are working 
this problem out. 

Until December 3, 1955, all of our 500,000 employees, except 
for the handful at the headquarters in Washington, were paid on 
the old semimonthly basis. The postal pay system was not changed 
in 1949 when the classified service was placed on a biweekly pay 
basis throughout the country. Until the change, we had no prob- 
lem of payroll accrual, as the monthly accounting period covered 
exactly two pay periods. 

When we converted to the biweekly pay system in December 
1955, our man-hour reporting system and work performance stand- 
ard system, which were geared to pay periods, no longer matched 
our financial accounting periods. In addition, of course, we had to 
compute each month payroll accruals for fractional pay periods. 
This proved to be a particularly difficult task, and the results were 
very unsatisfactory. 

Many postal operations are on an around-the-clock basis, includ- 
ing Saturdays, Sundays, and holidays. Except in December, em- 
ployees working on Saturdays and Sundays are not paid overtime 
but receive compensatory time-off which must be taken within the 
week. We therefore adopted a two-week pay period beginning at 
12:01 a.m. Saturday morning and ending at midnight Friday night. 
In this manner all compensatory time is taken in the pay period in 
which it is earned and record-keeping is materially simplified. 

Formerly, when we tried to split a payroll and compute the 
amount earned as of some month-end occurring in the middle of a 
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pay period, we really ran into trouble. We tried using formulas for 
proration according to the day of the week, but postal activity is 
so affected by holidays and seasonal changes that they just didn’t 
work. The determination of the status of compensatory leave in the 
midst of a pay period also proved to be an impossible chore. Yet 
when we ignored these matters we found fluctuations in our finan- 
cial statements from month to month that were not the result of 
operations. 

After a couple of months of this, we dug up and dusted off one 
of the original projects established at the start of the financial re- 
organization program, namely, the proposal to adopt a thirteen- 
period year. We had abandoned the project before because, with 
the overriding requirement of a June 30 fiscal year, we figured that 
it would really result in a year of twelve four-week periods and 
two fractional periods at the beginning and end of the year that 
would produce meaningless gaps in accounting reports. 

Under the pressure of solving our accrual problem we took a 
new look at the project and worked out what we believe to be a 
practical solution to this troublesome problem. Briefly, here is 
what we have done. For all internal management reporting and 
accounting we are using the thirteen-period year. Each accounting 
period consists of two field pay periods and begins on a Saturday 
and ends on a Friday, four weeks later. Each period thus has 
twenty-eight days, of which four are Saturdays and four are 
Sundays. 

Since thirteen is not divisible by 4, and since we still need some- 
thing approaching calendar quarters for accounting and budgetary 
purposes, we have arbitrarily said that the first quarter will consist 
of four periods and that the rest will contain three periods each. 
This works out nicely, as it gives us the longer quarter at the begin- 
ning of the year when we are still working on the annual closing 
of the accounts. We have sixteen weeks for this year-end work 
before we receive our first quarterly accounts from the 34,000 
smaller post offices and before the end of our first quarterly appor- 
tionment period under which funds are controlled. 

At the end of our thirteenth period we consider our postal fiscal 
year closed for internal accounting purposes and begin the first 
accounting period of the new postal fiscal year. This period will 
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be comparable with the corresponding period of the previous year 
because it will begin and end only one day earlier, except for every 
leap-year when it will begin and end two days earlier. 

Since we can not change the sun, however, we will eventually 
have to pick up these slipped days in an extra period. There are a 
number of ways to do this, but we have several years before we have 
to worry about it. The simplest method would be to pick up one 
full twenty-eight-day period about every twenty years. Under our 
pay periods, the first such fourteen-period year will be in 1967. 

For external reporting to Congress, the Bureau of the Budget, 
the Treasury, and the public, we will still use the June 30 fiscal 
year. We will not, however, make any split-period internal account- 
ing reports. What we will do is to compute accruals and balance 
sheet changes between the end of the thirteenth period and June 30 
and put them on the books. We will also reverse the corresponding 
adjusting entries made at the beginning of the thirteen-period year. 
We will then close the books for the year and prepare our annual 
statements. Immediately after closing, we will reverse the June 30 
accruals and adjustments which will put the books back on the 
thirteen-period basis. 

The Bureau of the Budget, the Treasury Department, and the 
General Accounting Office have been very co-operative in helping 
us adopt this thirteen-period accounting procedure. The Bureau, 
which is required under the law to apportion our funds, apportions 
them on the basis of our postal quarters rather than calendar 
quarters. The Treasury has accepted our four-week periods for cash 
reporting purposes and our quarters for quarterly financial state- 
ments. In both cases, of course, we have to make the special cut-off 
at June 30. We hope eventually to obtain legislation to permit us 
to use the 364-day year for all purposes. 

We are working on changes in our appropriation structure that 
will permit us to have the full benefit of modern business-type 
budgets and accounting. We would like to obtain a single revolv- 
ing-fund type of budget under which Congress each year would 
appropriate only the net amount of the deficit and would permit 
us to expend our receipts as the needs of the service may require. 
The Congress now gives us five gross appropriations. If our volume 
is greater than we anticipated and requires the expenditure of 
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more funds, we have to go back for a supplemental appropriation 
even though we have the revenues to finance it. If we are given a 
fixed sum for the deficit, in addition to all of our receipts, we 
could ordinarily finance unexpected increases in volume from 
revenues. 

We realize in asking for this arrangement that we would take on 
some added responsibilities. If, instead of increases, there are un- 
expected decreases in revenues, and we do not cut expenses dollar 
for dollar, we would have to go back to Congress for a supplemental 
appropriation to finance the increased deficit. We believe it is this 
very point that should make our proposal attractive to Congress 
in that it gives that body a control over our net expenditures which 
it does not have now. On our part, we feel that business manage- 
ment should accept this type of responsibility, and we hope that 
Congress will authorize us to operate on this basis. Some work- 
ing capital will be required, however, to absorb fluctuations 
temporarily. 


RATES AND FINANCIAL POLICY 


We have been actively seeking legislative authority to increase 
postal rates and to place the entire postal system on a sound finan- 
cial basis. A rate bill was introduced in both the 84th and 85th 
sessions of Congress. It is hoped that when this article appears in 
print the bill will have become law. The Department believes that 
postal rates should be adequate to cover costs. In saying this we 
recognize that, as in the case of any private enterprise, economics 
must also be taken into account. There are many intangible factors, 
not subject to accounting determinations, that must be considered 
in fixing rates if equity and optimum revenues are desired. These 
are such factors as priority of delivery and other preferences that 
may be given to one class of service over another, relative values 
of the various postal services to the public, and relative intrinsic 
values of the items handled. 

It is also important that public service factors be excluded from 
the costs of the postal service charged to patrons. Important steps 
were taken in that direction recently when the Department 
obtained legislation relieving it of paying air-mail subsidies and 
providing for reimbursement for penalty and franked mail carried 
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for other departments and agencies of the government. Where, as 
a matter of public policy, the Congress decides that subsidies should 
be made, such as in the case of mail to the blind, specific appro- 
priations should be made for that purpose. 


CONCLUSION 


There are many other interesting facets to the controllership 
program in the Post Office which will not be dwelt upon here. We 
have, for instance, an internal audit program that is only beginning 
to evolve and that we hope shortly will play the important role 
that such a function should assume in every large financial enter- 
prise. We have programs covering reports management, records 
management, forms control, and the development of quality con- 
trol by statistical means, and other irons in the fire. 

The controllership program in the Post Office Department, we 
have seen, is but a part of the entire management reorganization 
program that has touched almost every phase of the postal service. 
There has been a strengthening of management across the board 
through the decentralization program, and along with this there 
has been a great expansion in industrial engineering and research 
activities. We have further simplified and established better ways 
of serving the public: we have eliminated annoying restrictions on 
mailers and have established new kinds of services; we are experi- 
mentally air-lifting millions of three-cent letters every day. The 
age of automation is upon us, and we are actively working in the 
development of machines that will handle this constantly growing 
volume of mail and at the same time give better and more satis- 
factory service to our patrons, without having to constantly 
expand our forces. All of this is part of a long-range program of 
providing better mail service at less cost to the American people. 
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James A. Robbins 


The Army’s 


Internal Audit Program 


Until recent years internal auditing in the Army was limited in 
scope to an account-type audit which did not give adequate attention 
to interrelationships among activities and operations at installations. 
In 1954, in order to portray effectively the conditions at individual 
installations, installation-type audits were instituted. These audits 
permit a review of the activities of one organizational element at an 
installation and an appraisal of the effects of such activities on another 
organizational element at the same installation. In 1956, in order to 
provide for comprehensive analysis of the financial operations of an 
operating agency over a group of installations, vertical audits were 
introduced. These audits, through simultaneous examination of install- 
ations, provide better protective and advisory services to echelons 
above the installation command. 

In addition to the above, the author discusses the organization of the 
Army Audit Agency, the scheduling of audits, staffing problems, and 
other significant aspects of the Army’s audit program. 

Mr. Robbins is chief of the Internal Audit Division, Army Audit 
Agency, Department of the Army, Washington, D.C. This paper was 
presented at the monthly meeting of the Los Angeles chapter on 
March 13, 1957. 


THE Army’s growth over the past one hundred years has been 
phenomenal. During the 1920s and 1930s we reckoned our budgets, 
and likewise our inventories, in millions of dollars; now we do so 
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in the billions. The history of government finance is not far 
different from that of private enterprise. When a business is rela- 
tively small, the process simple, and the inventory meager, one can 
handle the entire activity on a line basis or carry his office in his hat 
or hip pocket. As growth takes place, the processes become more 
and more complex, inventories grow, financing becomes com- 
plicated, and new techniques and concepts of management must 
be introduced. The Army’s answer to this challenge has been the 
Army Financial Management Plan and the resultant Command 
Management System. 


ARMY FINANCIAL MANAGEMENT PLAN 


The Army Financial Management Plan is designed to achieve 
more effective and more efficient over-all financial management of 
the Army. It includes improvement of operational performance 
through the assignment of specific responsibility for the evaluation 
and control of the cost of labor, supplies, and services by those 
who actually cause the expenditures to be made. This is significant. 
It conveys the idea that things are done not solely because they are 
required by law and higher authority, and it also signifies that the 
Army recognizes and fully intends to capitalize on financial 
management improvements as an integral part of operating and 
command management. The financial management plan of the 
Army consists of: integrated accounting, financial reporting, 
industrial funds, stock funds, consumer funding, and internal 
audit. These are all elements that support cost performance 
budgeting. 


COMMAND MANAGEMENT SYSTEM 


The Army Command Management System is the logical product 
of the Army Financial Management Plan. It pulls together the 
elements of the plan already installed, and it produces a cost per- 
formance budget which, in a large measure, is the ultimate objec- 
tive of the plan. The principal accomplishment of the Army 
Command Management System is its integration of basic systems 
which operate independently and, therefore, not to the best advan- 
tage. These are: the Army program system, budgeting (and 
consumer funding), fiscal accounting, cost accounting, inventory 
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accounting, performance analysis, and manpower controls and 
reporting. The objectives of the system are: (1) to integrate into 
a single management system the programming, budgeting, account- 
ing, performance analysis, and manpower control; (2) to provide 
a basis for forecasting workload and resources and resource require- 
ments as an integral part of the system; (3) to develop cost of 
performance budgeting and improve fund control; and (4) to 
measure results of operations and resources consumed against 
forecasts. 


INTERNAL AUDIT 


As I have mentioned, internal audit is one of the elements of the 
Army Financial Management Plan. The Army Audit Agency 
recognizes that the basic mission of the Army is success in combat. 
This success is a result of many positive factors, and one of the 
more important consists of getting sufficient material of the neces- 
sary quality to a combat zone at the right time. Except in times of 
utmost emergency and danger, when the cost of success would 
mean little or nothing, we are all concerned with managing the 
various Army programs at the highest possible level of efficiency. 
Every known managerial technique is used to get the most out of 
each appropriation dollar. In accomplishing this and in the util- 
ization of resources, efficiency and economy are the watchwords. 
Therefore, the Army Audit Agency takes pride in playing a part, 
however small it may be, in achieving these objectives. It is a 
service organization which analyzes, evaluates, and appraises mat- 
ters having financial implication for the benefit of installation 
commanders, technical service chiefs, and staff agencies of the 
Army. 

Objectives and Scope of Internal Audit 

In the past, auditors were often looked upon as figure checkers 
concerned only with ledger sheets, vouchers, cash balances, and 
the like. Fortunately, this view has been discarded by both industry 
and government and also by a vast number of laymen. 

Briefly stated, the objectives of the Army Audit Agency’s internal 
audit are to assure: (1) that statutes, regulations, policies, and 
prescribed procedures are complied with and are accomplishing 
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their intended purposes; (2) that the financial records and reports 
are accurate, dependable, and informative; and (3) that the 
resources are properly protected and effectively utilized. 

Since the scope of the performed audits involve areas beyond the 
strictly accounting organization (such as matters of an operating 
nature which have financial implications), the question is some- 
times raised as to whether evaluating these subjects is beyond the 
technical capacity of the auditor. I should like to point out that 
auditors are not technical experts or specialists in engineering, 
procurement, storage, or distribution. However, we maintain that 
these skills are not a prerequisite to an effective evaluation of the 
operations from a financial viewpoint. The qualifications of our 
auditors, we believe, make them competent to analyze, evaluate, 
and independently report upon any operation having financial 
connotations. Their tools in trade include depth in all types of 
financial and operating records and reports and in sufficient 
knowledge of good business to discern practices tending toward 
uneconomical or inefficient operations. 

Our work in these areas is conducted by the regular staff mem- 
bers who do not have extensive technical training in operating 
practices. They acquire the necessary ability through the training 
and experience gained in their regular assignments. This is the 
case because there is more similarity between so-called operational 
audits and financial audits than one may realize: This similarity is 
due to the fact that in both types of audit the auditor generally 
reviews and analyzes records. He can function just as well with 
records having to do with operating and production matters as 
he can with strictly accounting records such as those which pertain 
to payrolls, receivables, payables, and so on. Through experience, 
the auditor becomes able to interpret and utilize records and 
reports which are maintained to permit operating management 
to appraise its own performance. Of course, occasional physical 
observation of the operations by the auditor is necessary to supple- 
ment his analysis of the records. 


Internal Audit in Supply Management 


As an example of our audit coverage, internal audit is concerned 
with all areas of supply management which have financial sig- 
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nificance. Some of these are: procurement, stock levels, excesses, 
receipt and inspection, handling and storage, issues and shipments, 
uses, physical inventories and adjustments, losses and damages, 
and so forth. Our interest in these areas lies primarily with the 
reliability of financial data and reports and with the impact on the 
financial program of the Army in terms of cost of procurement, 
handling, storage, and use of material. For example, let us consider 
stock levels and excesses. The dollar value of Army inventories is 
shown in varying forms of financial statements; for example, stock 
fund and Financial Inventory Accounting reports. These state- 
ments are used, or should be used, as a basis for management 
decisions. The auditor is charged with expressing an opinion on 
the varying statements showing financial condition and the results 
of operation, and he assumes here a responsibility normally not 
associated with the functions of the internal auditor in industry. 
His counterpart in the commercial field usually directs his audit 
effort toward an evaluation of the current systems and controls and, 
finding these effective, he generally presumes that the transactions 
have been properly recorded in the accounting records. The 
responsibility for determining the reliability of financial reports 
is the task of the public accountant. There are those in government 
who will argue that this concept should prevail in federal agencies. 
We disagree with this position since, generally, Army management 
does not have this outside service and, accordingly, is entitled to 
such service from its own internal audit group. This does not mean 
merely determining that documentation originating in operating 
activities has been properly posted to accounting records, for this 
alone would constitute a meager aid to the supply manager. The 
responsibility extends to determining that the true financial condi- 
tion is shown. This is achieved through the selective sampling of 
transactions from inception to recordation. The auditor, for 
example, examines varying categories of stocks to determine that 
stocks on hand are in accord with established stock levels. If there 
are excesses, and if they have not been properly declared and 
reported, the financial statements will not show the true inventory 
status. Such incorrect financial statements can lead to costly errors 
in supply management. If he determines that such excesses exist, 
he must determine the cause. 
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The recent audit at an installation disclosed that substantial 
unauthorized stocks of materials and supplies were maintained by 
various technical activities. Stocks were not controlled by the 
central property branch or recorded in the general ledger, with 
resulting misstatements as to financial position. Unauthorized 
stocks, commonly called bench stocks, were stored in five supply 
rooms, using about 8,000 square feet of storage space and requir- 
ing the full time of at least nine clerks. One of these supply 
rooms had about 3,800 bench stock line items on hand. These stocks 
arose from the frequent withdrawal from central stores of more 
stock than was required to fill orders, and no effort was made to 
return the excess amount to central stores. This practice was con- 
trary to established procedures, so the auditor recommended a 
complete physical inventory of the bench stocks, and those not 
required for current use were to be returned to the central property 
branch for appropriate control and accounting. 

Let me present another case which many will argue is quite 
remote from accounting or financial matters. In a recent audit of 
an industrial type of installation, our auditors were reviewing 
production and manpower reports for a six-month period. They 
observed that although there had been a gradual decrease in work- 
load, the manpower during that period remained static. Although 
they were not in a position to determine precisely the manpower 
required for the current workload, they recommended that a man- 
power survey be initiated immediately. This recommendation was 
accepted by command, and as a result an appreciable reduction in 
force was begun. 


Internal Audit and the Supply Cycle 


The entire process of the Army supply cycle may be divided 
into three main parts: (1) determining supply requirements; (2) 
procuring supplies; and (3) handling, storing, and distributing 
supplies to consumers. Internal auditors are primarily concerned 
with the efficiency of controls exercised over these activities by 
management and with the over-all reasonableness of the results. 
To a lesser degree, they are concerned with compliance with 
governing regulations and directives. Where compliance leads to 
unnecessary activity, does not provide a sufficient degree of control, 





co 
co 
ins 
wa 
to 

wh 
ba: 
br: 
au 
fro 
aur 
(tw 








ARMY'S AUDIT PROGRAM 31 


or produces unrealistic or unreasonable results, the auditor will 
recommend that changes in regulations and directives be made. 


EVOLUTION OF INTERNAL AUDITING 


Prior to the fiscal year 1953, internal auditing in the Department 
of the Army was performed on an account-type basis. Each military 
property and related account was audited separately, and a report 
was then issued. This type of audit was limited in scope and did 
not provide an adequate consideration of the close interrelation- 
ships among all activities and operations at installations. While 
specific results of inadequate systems of internal controls could 
be shown to installation commanders, these audits did not in all 
cases develop complete and meaningful disclosures of conditions, 
the underlying causes which created unsatisfactory conditions, or 
the full ramifications of effects on the efficiency of financial oper- 
ations. Therefore, the Army Audit Agency was not in a position to 
make specific recommendations for the correction of significant 
areas which required improvement. 


Installation Audits 


In the fiscal year 1954, the Army Audit Agency instituted what 
were called installation-type audits. These audits provided for a 
concurrent review of all of the financial activities of an installation. 
Through this type of audit, a review could be made of the activities 
of one organizational element and its effect on another organiza- 
tional element under a particular installation. In this manner, we 
could appraise more effectively the over-all working of the financial 
controls employed at the particular installation. As a result of the 
institution of the installation-type audit, the Army Audit Agency 
was in a better position to provide a protective and advisory service 
to command. Currently, installations are scheduled for audit 
which will provide Army-wide coverage on an eighteen-month 
basis. These audits are made by mobile teams working out of a 
branch office: The average staff consists of twelve to fifteen 
auditors, although the staff on some of the larger audits will range 
from twenty to thirty. The time required to perform the average 
audit is about three months. At certain of the large installations 
(twenty-one in number), we have a resident staff consisting of from 
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two to four auditors, never a sufficient staff to do the total audit. 
The resident staff is supplemented periodically by branch person- 
nel to perform the additional audit work and to issue the installa- 
tion report. Audit reports are expected to be released within thirty 
days after completion of the field work. During the fiscal year 1956, 
in the continental United States, 225 installations were audited. 
Our program for the fiscal year 1957, world-wide, anticipates the 
audit of 375 installations. 


Vertical Audits 


Although the installation-type of audit represented a big step 
forward toward providing a protective and advisory service to an 
individual command, it was recognized that future improvements 
were needed in order to give audit services to echelons above the 
installation commander. As in the case of account-type audits, which 
failed to portray effectively the conditions at individual installa- 
tions, so audits of separate installations do not provide for com- 
prehensive analysis of the financial operations of an operating 
agency. It was recognized that an appraisal of the financial opera- 
tions of operating agencies would be an invaluable management 
tool for the chief of the technical service concerned, the comptroller 
of the Army, the deputy chief of staff for logistics, as well as the 
Secretary of the Army. In order to provide this service, beginning 
in the fiscal year 1956, the Army Audit Agency adopted the exam- 
ination of installations on a vertical audit basis. 

The vertical audit provides for the examination of a selected 
group of installations under an operating agency which is assigned 
comparable or related missions. Each of these selected groups of 
installations is examined concurrently and, in addition, reviews 
are made at the headquarters of the operating agency concerned. 
For example, in the Quartermaster Corps we currently audit a 
group of market centers which are responsible for procurement, 
storage, and distribution of subsistence. In the Ordnance Corps 
we may audit operations dealing with ammunition which would 
involve installations having procurement missions (Ordnance Pro- 
curement District); installations which do the manufacturing 
(government-owned, contractor-operated plants); installations 
engaged in research and development (industrially funded instal- 
lations which are government owned and government operated); 








an 
tic 
ve 


th 
ar 
ret 
th 
for 
th 


in: 
St 
fin 


be 
rel 
im 
thi 
at 

wa 


TeC 


an 
Sta 
est 
Sta 
wi 
an 
ine 
att 


the 











ARMY'S AUDIT PROGRAM 33 


and depots which store and distribute commodities. An examina- 
tion of these installations in this manner, which we term the 
vertical audit, permits a complete development of conditions and 
a follow-through of transactions, thus enabling us to get to the 
meat of significant problem areas. We can also point out through 
these audits whether installations are having problems in similar 
areas. We then know that an area of this nature may require cor- 
rection by a level higher than the installation commander, possibly 
the chief of the technical service or even the deputy chief of staff 
for logistics. Vertical audits also became particularly valuable with 
the complete establishment of the Army Stock Fund in the various 
technical services. These audits, through the simultaneous exam- 
ination of installations involved in the operations of the Army 
Stock Fund, permit us to render an opinion on the reliability of the 
financial statements generated from the Army Stock Fund System. 
These audits are extremely difficult to manage, since they must 
be in process at approximately the same time and be concluded 
relatively close together. When one considers that such audits 
involve anywhere from twenty-five to thirty-five installations 
throughout the world, the importance of timing and the necessity 
at each point of audit of recognizing problems that must be for- 
warded to some other level of the complex for resolution, the 
task of the individual in charge of such an assignment may be 
recognized. 


INSTALLATION AUDIT PROCESS 


As the first step in an internal audit of any installation or activity, 
an “entrance” conference is held with the commander and his 
staff, at which time the purpose of the audit is explained and the 
estimated amount of time and the approximate size of the audit 
staff are announced. Arrangements are made for day-to-day liaison 
with a staff officer designated by the commander. The commander 
and his staff may have questions answered, and they are invited to 
indicate any areas or functions which they wish to receive special 
attention. 

After the entrance conference, an audit program is developed by 
the auditor in charge, using as guides the manual material issued 
by headquarters. This program lays out in some detail the audit 
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steps to be taken. It specifies the amount of test checking to be per- 
formed in the accounting, supply management, property, and other 
areas which will come under examination. During the course of 
the audit, findings are discussed with the operational personnel, 
together with suggestions for corrective action. 

The results of the audit, with appropriate recommendations, are 
stated initially in a draft report which is used as a basis for an “exit” 
conference with the commander and his staff. At this conference 
disagreements are generally resolved. In the event the command 
and the auditor fail to reach an agreement on some point, the 
auditor will state his finding and his recommendation but will at 
the same time state the position of the command on the matter. It 
is our desire at this exit conference that agreement be reached as 
to the facts. After the exit conference, the audit report is prepared 
in final form, and a copy is furnished the installation or activity 
commander; additional copies are furnished the deputy chief of 
staff for logistics, the Army commander or Technical Service chief; 
a copy is furnished the comptroller of the Army, the assistant secre- 
tary of the Army (financial management), and the assistant secre- 
tary of defense (comptroller). The addressee of a report is required 
to reply to the adjutant general, Department of the Army, within 
sixty days as to the action he proposes to take with respect to the 
recommendations. ° 


SCHEDULING OF AUDITS 


I have outlined the scope of our internal audit program. Now 
I should also like to outline how we develop our audit plan for 
each fiscal year. A formal audit scheduling plan is developed 
annually. Our first step in this procedure is to determine in each 
major audit area (for example, technical service) the commodity 
or command program to be audited, for example, the Ammunition 
Command of Ordnance (vertical audits). Then the individual 
installation audits are selected, giving consideration to the twelve- 
to eighteen-month plan and need for audit. Once this information 
is determined, a regional audit schedule, by branch office, is 
developed, fitting in to the over-all agency plan and based upon 
the estimated manpower to be available to the region during the 
coming fiscal year. The regional schedule will show the estimated 
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man days for the audit, the starting and concluding month, and 
the target in terms of elapsed calendar days. These schedules are 
then sent to the regional offices for their review and analysis. After 
the regions have had sufficient time for their review, a headquarters 
team visits each region to discuss the proposed schedule. Eventually 
agreement is reached, and the schedules become the approved 
regional audit plan for the coming fiscal year. Headquarters 
approval must be obtained for any substitutions or material 
changes in starting date. The auditor in charge must obtain 
advance approval for any material increase in the budgeted time. 
The regional office submits a monthly report to headquarters 
showing audits in process, with the time consumed to date, and 
the estimated time to complete. 


ORGANIZATION OF THE ARMY AUDIT AGENCY 


A word about the Army Audit Agency, an organizational ele- 
ment of the Army Comptroller’s Office. Our chief is Brigadier 
General Ralph Butchers, and Laurence W. Acker is the civilian 
deputy. Headquarters staff consists of the chief of the Contract 
Audit Division, chief of the Internal Audit Division, an Office of 
the Comptroller, and an Office of Staff Management. There are six 
regional offices in the continental United States which coincide 
with the six Army areas. In addition, there is a regional office in 
Washington, which has the responsibility for audits in the Military 
District of Washington and for certain audits at the departmental 
level. Responsibility for auditing the overseas commands was trans- 
ferred to the agency in 1955. The overseas offices are located in 
Alaska, Hawaii, Japan, Germany, and Panama. The agency now 
has twelve regional offices; five of these are overseas, comprised of 
thirteen branch offices, and seven are in the continental United 
States, comprised of twenty-five branch offices. 


RESPONSIBILITIES OF COMMAND 


Auditing within the Army is the responsibility of the central 
audit agency. There are many valid reasons for this. This does not 
mean, however, that a commander does not have a responsibility 
to maintain the proper internal controls in all areas of financial, 
accounting, and reporting functions, and the necessary means for 
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surveillance of the system of internal control are therefore provided 
him. 

Internal control is developed by means of (a) the procedures and 
methods incorporated in operations, including assignment of 
responsibility, written procedures, and built-in checks and bal- 
ances, and (b) the objective review by persons not directly asso- 
ciated with operations. At the installation level, internal review 
is provided on a continuing basis by systems accountants who, as 
agents of the installation comptroller, will objectively ascertain 
that operational methods of internal control are effective. 

The systems accountant should establish (1) that responsibilities 
are properly and definitely assigned, (2) that written procedures 
are provided for each function, and (3) that the system provides the 
necessary built-in checks and balances and that employees are not 
circumventing the checks and balances built into the system. 

Systems accountants should direct their reviews toward sensitive 
and vulnerable areas on an as-needed basis. Whereas, for planning 
purposes, it may be necessary to program the internal review func- 
tion on a tentative basis, internal reviews need not be performed 
in all areas on a regularly scheduled basis. Internal review is a 
continuing function performed so as to strengthen the weak areas 
within the accounting system. The methods employed by systems 
accountants involve testing and reviewing of current procedures 
and do not involve the extensive review of numbers of transactions 
to establish the accuracy of accounting data for specific periods. 

As I have stated, the internal review function, in our opinion, 
should be performed by a small group of well-qualified systems 
accountants who are capable of determining weaknesses in the 
system and of recommending necessary corrective actions as dis- 
tinct from a large group of untrained individuals who are capable 
of following detailed check lists but are not qualified to analyze and 
evaluate a complete system. We believe that such an internal 
review function can adequately fulfill the needs of Command at 
any level. 


STAFFING PROBLEMS 


We are faced with the same staff management problems common 
to other audit organizations, that is, the lack of a sufficient number 





of 
an 
foi 
Vit 


Al 


try 
rec 
for 
19! 
cla 


eve 
few 
oul 
acc 
suk 
con 


per 


to 

dev 
im] 
tive 
and 





yn 
er 





ARMY'S AUDIT PROGRAM 37 


of competent supervisory accountants to serve as auditors in charge 
and regional and branch supervisors. Assuming the responsibility 
for overseas audit has accentuated this problem, and we are con- 
vinced that the only solution to this problem is a long-range one. 
Although our recruitment program is designed to attract well- 
qualified personnel from other government agencies, private indus- 
try, and colleges, we feel that our salvation lies in our college 
recruitment program. Over the past three years we have been 
fortunate in attracting about 557 college graduates. During March 
1957 we gave a three-week training program in Washington to a 
class of fifty February graduates. We place these trainees in a six- 
month classroom and on-the-job training program, promoting them 
from Grade 5 to Grade 7 if they succeed. Ultimately, we hope that 
many of these individuals will progress to top supervisory positions. 


CONCLUSION 


Few individuals welcome auditors with open arms. Almost 
everyone agrees that it is fine to have the other fellow audited, but 
few relish the auditors’ direct attention. This is particularly true 
outside the record-keeping fields of accounting. Keepers of the 
accounting records are hardened to auditors, as they have been the 
subject of their attention for a long time. As auditors, we have to 
consider that adverse reaction, mixed with a little resentment, 
perhaps, is a natural occupational hazard. We try in every way 
possible to keep our viewpoint and objectives constructive in order 
to avoid being bothered by the little hassles which sometimes 
develop in individual cases. We believe that the same philosophy 
impels most of the conscientious workers in the Army. Our objec- 
tive is to become close-working members of the Army’s team, 
and we believe we are making progress in achieving that objective. 





C. R. Fauchem 


The Importance of Controls 


in Electronic Data-Processing 


In the installation of any electronic data-processing system, the 
matter of establishing and maintaining controls is of vital significance. 
Control over source information is necessary to provide assurance of 
accurate handling in the data-processing center. Programmed, as well 
as built-in, checks are important in any operation. 

The General Accounting Office is interested in obtaining more 
detailed information regarding common government applications of 
electronic data-processing and in acquiring a summary of government 
experience of the success and difficulties encountered in this field. 

Since present trends indicate that many detailed records will be 
available only in magnetic form, changes in basic concepts of record 
keeping are inevitable. 

Mr. Jauchem is assistant director, Accounting and Auditing Policy 
Staff, General Accounting Office, Washington, D.C. This paper was 
presented at the Second Annual Symposium of the Denver chapter on 
March 8, 1957. 


THE development and application of electronic data-processing 
machines to government use has created great interest because this 
method will affect the form of basic accounting records that will 
be maintained and the procedures that will be followed. Electronic 
data-processing carries the possibility of great advantages—and also 
of some disadvantages. The principal advantage centers around 
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the ability of the equipment to handle transactions at speeds almost 
incomprehensive to anyone not versed in this newly developed 
technique. In most instances the use of this type of equipment is 
expected to produce significant savings as well as to provide more 
timely and more meaningful information. The possible disadvan- 
tages center around the use of the peripheral high-speed printing 
devices to produce stifling volumes of reports and records. 

Of primary concern to everyone is the substitution of machine 
“memory” devices for immediate accounting records and the effect 
this will have on maintaining an adequate “trail” for both audit 
and operating needs. It is appropriate to note that in this regard 
there is a tendency in many initial electronic data-processing 
installations to provide for an excessive amount of detailed print- 
outs. Very likely this stems from the assurance the operating per- 
sonnel feel when they can see in printed form the results of the 
computer operations, and from the uncertainty that exists as to 
what will meet the audit requirements for an adequate “audit 
trail.” It is assumed that in the case of these initial installations 
print-outs will be reduced to meet only minimum requirements 
at an early date. Until the present time the use of electronic data- 
processing equipment has been so new that there has been very 
little opportunity for experience from an auditing point of view. 


MEANING OF ELECTRONIC DATA-PROCESSING 


An electronic computer is not a “brain.” Rather, it is an “effi- 
cient moron” which performs rapidly and accurately every opera- 
tion which it is instructed to do. Each specific make of computer 
has a built-in circuit which enables it to obey a given list of instruc- 
tions (one kind of instruction, for example, is “‘substract the 
deduction from net pay and hold remainder in register A’’). It 
cannot deviate from the stipulated sequence in which these instruc- 
tions are to be performed, except within strictly defined limits. 

A basic factor in any electronic data-processing installation, of 
course, is programming. A “program” is a quick way of saying 
“series of instructions.” A program spells out in complete detail 
exactly what a machine is to do under every conceivable combina- 
tion of circumstances. If some instruction is omitted from the 
program, the machine is completely stumped when it comes to 
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that part of a program. The machines do only what you tell them 
to do, and if you have forgotten something they are helpless. 

The General Accounting Office is vitally concerned with the 
auditing aspects of the EDP systems that are being planned for 
and installed by more and more government agencies. It, along 
with the internal auditors of the agencies, will need to develop 
new audit techniques for evaluating the elements of internal con- 
trol of such systems. The coming change in the “way of doing the 
same things” will be more radical than the change from manual to 
punched-card methods. After all, every punched card could be read 
visually if necessary, whereas magnetic charges on drums, tapes, 
and cores cannot be read except through the machines’ own output 
devices. 

It is interesting to note that in a recent study conducted by Price 

Waterhouse & Company entitled The Auditor Encounters Elec- 
tronic Data Processing, the following comment was made regarding 
the future: 
In many respects, the art of electronic data-processing is in its infancy. 
At this stage, it is no more appropriate to conclude that we have wit- 
nessed its ultimate effect on auditing than it would have been to have 
made a similar interpretation in the early 1920’s as to the impact of 
aviation on the future of transportation. It is clear that all important 
new ideas and devices take time to develop, both in their physical 
characteristics and in our concepts of how best to employ them. 

We can speculate to a degree about future developments by extend- 
"ing present trends to what appears their logical conclusion. There is 
every reason to believe that this extension will be a gradual one and 
will give the auditor who takes advantage of his opportunities a chance 
to alter his auditing techniques. 

The major developments which will be of interest to the auditor 
would seem to fall into four areas: 

1. Original documents may be prepared more automatically and 

take a coded or magnetic tape form. 

2. More business and accounting records will be held on magnetic 
tape. 

3. More detailed records (particularly records of intermediate 
details) will be available only in magnetic form or will not be 
prepared at all. 

4. Original documents may be filed or indexed in a manner which 
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minimizes sorting and filing costs but makes the location of indi- 
vidual documents more difficult. 

At the present time, most of the installations which the auditor is 
likely to encounter will be in phase 1 [have visible source material pre- 
pared by the same methods as heretofore and be converted to machine- 
sensible form prior to processing]. This is fortunate for the auditor, 
since he now has an opportunity to amend his procedures gradually as 
the installation advances through the other stages and to prepare him- 
self to cope with the problems he will meet in the more advanced forms 
of data processing. The desire of management to adopt the evolutionary 
rather than the revolutionary process of development has also assisted 
the auditor in another respect, namely, the retention of visible records 
for the time being, which although no longer required for the process- 
ing of the data, are retained as a precautionary measure and leave a 
trail for both the company and the auditor to follow.1 


As such, electronic data-processing offers interesting prospects. 
Before we discuss the controls that should be established in 
accounting and auditing, let us first consider the current status of 
electronic data-processing in government. 


CURRENT STATUS IN GOVERNMENT 


The General Accounting Office recently initiated a government- 
wide survey of the present and planned uses of electronic data- 
processing equipment in order to determine the current status of 
progress in office automation and the effect of these new develop- 
ments on the financial management policies of the federal govern- 
ment. The first phase of this survey has involved the preparation by 
the departments and agencies of an inventory report covering 
electronic data-processing equipment presently in use or planned 
for futute use. 

With the inventory as a starting point, representatives of the 
General Accounting Office will study selected areas in greater 
detail. These studies will be for the purpose of gaining more 
detailed information regarding common governmental applica- 
tions and a summary of total government experience both as to the 
success and the difficulties encountered in this field. A collateral, 
but nonetheless important, purpose of these studies will be to 


1New York: International Business Machines Corporation, n.d., pp. 13, 19-20. 
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determine the over-all effect of electronic data-processing on con- 
trols and audit requirements. 

It is interesting to note that widespread use of EDP equipment 
is already being made in many government agencies. EDP equip- 
ment may be described as large scale when it involves a purchase 
price between one and two million dollars or a rental from $25,000 
to $40,000 per month. Medium-scale computer systems generally 
involve a purchase price between $250,000 and $500,000 or a rental 
from $3,000 to $10,000 per month. Reports received by the General 
Accounting Office indicate that at the present time large-scale com- 
puters are in actual operation for the following purposes: 

Social Security Administration: Wage records and statistical 

data. 

Department of the Treasury: Payment and reconciliation of 

checks. 

Internal Revenue Service: Tax-return statistics and analysis. 

Bureau of Census: Processing of statistical data. 

Bureau of Standards: Scientific computations. 

Weather Bureau: Scientific computations and statistics. 

Department of Defense (Air Force, Army, Navy): Inventory con- 

trol and supply requirments and other applications. 
This list serves to indicate the varied types of activities already 
being processed on large-scale computers. Some of these agencies, 
such as the Department of the Air Force, have many computers in 
use. 

Medium-scale computers are in actual operation at the present 
time as follows: 

Federal Bureau of Investigation: General ledger and payroll as 

well as statistical data. 

Commodity Stabilization Service of Department of Agriculture: 

Preparation of invoices and settlement statements. 

Geological Survey: Scientific computations. 

Bonneville Power Administration: Cost venmentiny, inventory 

accounting, and payroll. 

Bureau of Standards: Scientific computations. 

Weather Bureau: Scientific computations and statistics. 

Civil Aeronautics Administration: Processing flight-program 

data. 
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Department of Defense (Air Force, Army, Navy): Inventory 

accounting, payroll, and other applications. 

The above list reflects only those activities that are currently 
being handled on EDP equipment. The list of activities that are 
scheduled to be put on equipment, currently on order or being 
planned for, is much more extensive. It is readily apparent that 
electronic data-processing, insofar as the federal government is 
concerned, is not a thing of the future but rather an actuality. 

Brief comment might be made here on a few of the above appli- 
cations. In the case of the Social Security Administration, the basic 
wage-record accounts are maintained on magnetic tape. Due to 
the tremendous size of the wage-record file, print-outs will be held 
to a bare minimum. It is obvious in this case that the adequacy of 
the internal controls that are provided within the system will be 
of great importance. 

In the case of the Treasury project, which involves the use of 
large-scale EDP equipment for an integrated check payment and 
reconciliation function, many millions of checks have already been 
processed through the several steps of the procedure—converting, 
balancing, condensing, sorting, matching, and so on—without an 
error occurring in the machine processing operations. I will com- 
ment later on some of the control features that are an integral 
part of the Treasury’s EDP system. Expected government-wide 
net savings when the plan is fully installed are estimated at $1,700,- 
000 annually in salaries, supplies, and equipment costs, and, in 
addition, annual savings of more than $500,000 are anticipated 
in the streamlining of operations at the Federal Reserve Banks. 
About 1,500,000 checks a day will be handled by the machines. 


CONTROLS NEEDED IN ACCOUNTING AND AUDITING 


It is readily apparent that one of the most important factors of 
an EDP installation relates to the need for proper controls. We 
are referring here to controls established outside the data-process- 
ing center as well as controls that are built into the machines and 
incorporated in the programs. Generally, the data-processing center 
receives information to be processed, makes the necessary calcula- 
tions and recordings, and produces the necessary reports. As a 
tule, it does not originate data but is concerned primarily with 
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processing the data sent to it. Under these circumstances, controls 
may be established over the data to be processed to provide assur- 
ance of its accurate handling in the data-processing center. There 
is full agreement that some form of control over source information 
is necessary. 

The Institute of Internal Auditors, in a recent publication 
entitled Internal Auditing and Electronic Data Processing Ma- 
chines, states: 

All discussions indicated that there was at present no intention of 
entering data into machines without some original control. This con- 
trol may be, a predetermined total of such items as pieces, hours, money, 
etc., on original documents or an arbitrary “hash” total to insure that 
all transactions are entered. Whatever form this may take, it appears 
to be a minimum standard that some figure or figures be established 
which may be verified with a corresponding listing or total developed 
in the machine operation and shown as a part of the output. Responsi- 
bility for maintenance of records of these controls and for comparison 
of input and output to see that they are in agreement is best vested 
in an employee who is not directly responsible for machine operation.? 


In the booklet prepared by Price Waterhouse & Company con- 
siderable discussion is devoted to the matter of controls to ensure 
accurate handling of the data, and a number of examples are cited 
as to the procedures followed by certain companies. In one com- 
pany, an office known as the Payroll Bureau was established which 
was responsible for accumulating certain predetermined totals. 
Another company established procedures whereby all changes in 
rates, payroll deductions, and number of employees are routed 
through the payroll department. This department maintains 
memorandum control records of the totals for certain categories 
such as (1) aggregate hourly rates by convenient employee groups, 
(2) withholding-tax exemptions, (3) the gross dollar amount of all 
types of deductions, and (4) man count. 

In the Federal Bureau of Investigation payroll application, 
which utilizes a medium-size computer, provision is made for the 
use of a Predetermined Totals Control Register which is main- 
tained by employees not connected with the data-processing center. 


*New York: The Institute of Internal Auditors, 1956, pp. 13-14. 
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Predetermined controls for number of hours, number of em- 
ployees, annual salary rate, and other items are used. 

The establishment of an outside unit to control the operations 
of the data-processing center is desirable. The foregoing examples 
illustrate methods that can be used to control the data-processing 
in the EDP center through the use of predetermined control totals. 

The need for predetermined totals as an element of control in 
payroll operations of government agencies has been recognized 
by the General Accounting Office. One of the principles contained 
in its General Regulations No. 133, “Payroll, Leave and Allow- 
ances,” dated March 5, 1957, provides that “in those cases where 
comprehensive payrolls are used and gross pay is computed by 
electrical accounting machines or electronic equipment, independ- 
ently predetermined totals of at least hours and rates of pay shall 
be obtained and used for verification purposes.’’* 

The type of predetermined controls included in the electronic 
check payment and reconciliation operation of the Treasury 
Department is of some interest. Paid checks are received from the 
Federal Reserve Banks in batches of approximately 1,000, with 
a total for each batch. The checks in each batch are in random 
order. A card-to-tape converter is used to convert the punched holes 
in the checks to magnetic dots on the reels of magnetic tape. In 
this initial process a file locator number is assigned in sequence to 
each item, which is printed on the face of the check as well as 
included on the magnetic tape. The card-to-tape converter develops 
a total for each batch of work for balancing purposes. It is here 
that steps are taken to assure that the input to the system is correct. 
The batch totals for checks converted to the magnetic tape are 
verified to predetermined totals furnished by the Federal Reserve 
Banks for each batch. In the event of a difference, the items can be 
checked back in detail to the cash letter which the banks used in 
order to transmit the paid checks to the Office of the Treasurer of 
the United States. The verification of input data to predetermined 
control totals is made before further processing is undertaken. 

Different types of controls can be incorporated in EDP systems. 
On the one hand there are “built-in” checks to ensure that informa- 


*Paragraph 3030.20. 
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tion is correctly read, processed, transferred within the system, and 
recorded. Specific controls are built in each make of computer. 
Some makes of computers perform each arithmetic operation in 
two different ways and compare the results. If they agree, the 
machine proceeds; if they do not, the machine stops. In some cases 
each number and letter is recorded twice on magnetic tape. This 
double recording materially reduces the chance that this informa- 
tion will be incorrectly read. Furthermore, in many cases provision 
is made for check points which safeguard against the extensive loss 
of information in the event of a tube failure. 

A very widely used built-in check is one that might be described 
as ‘“‘parity checking,” which checks each character that is read or 
written during processing so as to see that it is a valid character. If 
the character is not valid due to dust or a tube flaw, then the 
“‘parity-check”’ will either stop the machine or transfer to an error- 
routine. If the error is purely transient, then a programmed reread- 
ing of the information from the tape may allow the routine to 
continue. If in rereading, however, the error persists, a signal 
appears to advise the operator that action by him is necessary. 

Equally as important as built-in checks in a data-processing 
system are the “programmed checks” which are specifically written 
within a particular program. The use of a limit check in a payroll 
procedure is a good example. If it has been determined that the 
maximum gross pay for a period should not exceed $400, then 
every gross pay computed can be compared with that figure. The 
machine can be instructed to print out for verification any gross 
pay which exceeds that amount. 

Another program check is the “sequence check,” which is used 
to determine that the file is in correct sequence. Inasmuch as the 
identification can be either numerical or alphabetical, or both, the 
comparison can be programmed to recognize an ascending or 
descending sequence for such things as account number, part num- 
ber, and so forth. If items are found to be out of sequence, an error 
routine can be followed which may either provide for a corrective 
action or an appropriate signal that external action by the operator 
is required. 

Several points are worth repeating. First, electronic data-process- 
ing in government is not a thing of the future, but rather an 
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actuality. The General Accounting Office is vitally interested in 
gaining more detailed information regarding common government 
applications and a summary of government experience both as 
to the success and difficulties encountered in this field. 

Second, adequate consideration should be given to the matter 
of controls in the installation of any EDP system. This should 
include controls established outside the data-processing center as 
well as controls that are built into the machines and incorporated 
in the programs. 

Third, present trends indicate that future developments will 
gradually lead to greater use of magnetic tape for operating and 
accounting records. This development will mean that many 
detailed records will be available only in magnetic form with no 
hard copy print out of intermediate details. The increasing use of 
electronic data-processing in_government will certainly bring about 
changes in basic concepts of record keeping. 





Robert E. Develle 


Municipal Budgeting and 


Accounting — Its Organization 


Substantial credit for improvements in municipal budgeting and 
accounting is given to the Municipal Finance Officers Association and 
the National Committee on Governmental Accounting. The author 
discusses the operating and capital budgets of the city of New Orleans 
in order to illustrate the budgetary and accounting control of the city’s 
affairs. 

Mr. Develle is director, Department of Finance, city of New Orleans. 
This paper was presented at the monthly meeting of the New Orleans 
chapter on November 29, 1956. 


FOR the past fifty years, and particularly in the last sixteen years, 
great strides have been made in the field of budgeting and account- 
ing at the local governmental level. Prior to that time the fiscal 
operations of a city were somewhat chaotic and haphazard. As a 
matter of fact, some of the laws under which we are presently 
operating were enacted during the good old days of the quill pen, 
and today their provisions appear ridiculous. Take for instance 
the law governing the distribution of the proceeds of ad valorem 
tax collections made by the city of New Orleans for account of 
other boards, such as the School Board, Board of Liquidation, 
Sewerage and Water Board, and so on. These payments must be 
made on a daily, not weekly, monthly, or quarterly, basis. In the 
old days apparently tax collectors were not trusted very much. 
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Improvements made in recent years have been due, in most part, 
to the efforts of the Municipal Finance Officers Association of the 
United States and Canada, founded in 1906, and the National 
Committee on Governmental Accounting, established in 1934. 

The present City Charter of the City of New Orleans was based 
upon the principles set forth by these groups. This new charter, 
which went into effect in May 1954, embodies the more advanced 
thinking in municipal budgeting and accounting, and it represents 
a splendid document for the proper control of the city’s financial 
affairs. In my opinion it is the most modern city charter in effect 
today for cities in the population group of New Orleans. 

Briefly, it provides that the city’s budgeting functions are to be 
divided into two main categories, operating and capital. The 
Operating Budget, as its name implies, covers in general the opera- 
tions of all offices, departments, and boards. The Capital Budget, 
coupled with the Capital Program, is the device used to control 
financing and expenditures for the permanent physical improve- 
ments made in the city. 

Let us consider first the functions of the Operating Budget 
and the accounting procedure it entails. 


OPERATING BUDGET 


Preparation—Budget of Expenditures 


On or before August 1 of each year the chief administrative 
officer (who is the budget officer of the city) furnishes budget 
request forms to each budgetary unit, that is, each office, depart- 
ment, or board of the city government. These forms provide that 
estimates for expenditures shall be made for the following: per- 
sonal services, contractual services, materials and supplies, improve- 
ments and equipment, debt service, and other classes as required. 
These general classifications are further broken down into detailed 
line items of expenditures such as travel, dues and subscriptions, 
telephone service, and so on. 

Before the request forms are distributed by the chief adminis- 
trative officer, the Department of Finance enters upon them the 
actual expenses of the preceding year and also the expenses for the 
first six months of the current year. These data are shown in 
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detailed line breakdown. Each budgetary unit is to return its 
completed requests to the office of the chief administrative officer 
before September 15. 

Then, after consulting with the heads of the budgetary units and 
the City Council, the chief administrative officer prepares a pre- 
liminary budget for consideration by the mayor. The mayor 
reviews the preliminary budget and holds informal hearings with 
the heads of the budgetary units concerning their requests. 

After hearing all of the inevitable tales of woe from the under- 
financed budgetary unit heads, the chief administrative officer 
prepares an Operating Budget under the direction of the mayor. 
This recommended budget must, of course, be within the antici- 
pated revenues for the period. The Operating Budget must be 
presented to the City Council before November 1 of each year. 

The Council holds public hearings where all have an oppor- 
tunity to complain—the budgetary unit heads, the elected officials, 
and last but not least, John Q. Public. After full public hearings 
have been held and before December 31, the Council adopts an 
Operating Budget of Expenditures along with a Budget of Esti- 
mated Revenues. Needless to say, the budget of estimated expen- 
ditures cannot exceed the budget of anticipated revenues. 


Preparation—Budget of Estimated Revenues 


Simultaneously with the preparation of the Budget of Expendi- 
tures by the chief administrative officer, under the direction of the 
mayor, a Budget of Estimated Revenues is made up. This budget 
reflects estimated revenues for the ensuing year under the following 
main categories: taxes, licenses and permits, fines, forfeits and 
penalties, revenue from use of money and property, revenue from 
state and other agencies, charges for current services, and surplus 
and prior years’ items. It is, of course, mandatory that the antici- 
pated revenues be based upon conservative estimates of collections 
for the coming year. 


Enforcement 


The adoption of the Operating Budget ordinance by the City 
Council constitutes an appropriation of the amounts set forth 
therein for the purposes which are described and from the funds 
which are indicated. Any changes therefrom require that an amend- 
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ment to the Operating Budget be made in the same manner which 
is required for the original budget. 

Following the adoption of the budget, each budgetary unit 
submits to the chief administrative officer a schedule showing the 
anticipated expenditures for each calendar quarter of the year. 
The chief administrative officer makes quarterly allotments of the 
appropriations to the budgetary units based upon these data. It 
may be observed that the city’s operating finances are controlled 
first by the Council, insofar as annual appropriations are con- 
cerned, and secondly by the chief administrative officer, as to the 
quarterly allotments of the annual appropriation. 

The chief administrative officer is authorized to change the 
allotments within departments, or to transfer them from one 
calendar quarter to another, but he cannot cross departmental 
lines, such as transferring funds from the Department of Finance 
to the Department of Streets, nor can he change allotments from 
one classification of expenditure to another, as for example, from 
personal services to materials and supplies. Such changes constitute 
amendments to the budget which can only be accomplished by 
action of the Council. 


Accounting Procedure 


The Department of Finance is charged with the responsibility 
of seeing that the city’s money is handled strictly in accordance 
with the directives from the Council which are contained in the 
budget ordinances. This does not present too serious a problem 
insofar as the revenue side of the picture is concerned (exclusive of 
the responsibility of collection), but it does require the utmost 
efficiency in accounting controls for the processing and supervision 
of expenditures. 

Expenditures may be divided into two main classes, (a) personal 
services and (b) disbursements other than personal services. The 
latter category includes expenses such as contractual services, 
material and supplies, and equipment. 


Payroll or Personal Services 


The adopted budget is supported by a detailed schedule showing 
the positions and rates of pay that make up the request for personal 
services. A control is set up in the Bureau of Accounting of the 





52 THE FEDERAL ACCOUNTANT 


Department of Finance for each budgetary unit. Any changes of 
positions, that is, from one class to another, must be properly 
approved by the chief administrative officer. Furthermore, no 
changes are allowed that would have the effect of increasing the 
spending level unless there has been a previous change that 
decreased the spending level for an amount at least equal to the 
proposed increase. 

Punched-card accounting equipment is used in the actual prepa- 
ration of the payroll and paychecks. The commonly applied “ex- 
ception” method of furnishing payroll data by the operating 
departments to the Bureau of Accounting is used. In the “excep- 
tion” method the operating department furnishes the Bureau of 
Accounting with a certificate, prior to the close of a pay period, 
showing the changes or exceptions to the previous payroll. This 
certificate is checked against the current file of changes as reflected 
by individual transactions, such as resignations and promotions, 
and its correctness is thereby verified. 

Recently the Department of Finance adopted a procedure to 
guard against fraud and payroll padding by preparing a combina- 
tion identification card and signature card. The form consists of an 
I.B.M. card in two parts. The employee signs the two parts of the 
card at the time he is employed through civil service. He retains 
one part, which serves as his identification for cashing of payroll 
checks. The other part is forwarded to the Bureau of Accounting, 
where a master signature file is maintained. 

Periodically, the signature cards and paychecks are collated 
automatically and the actual signatures matched by visual check. 
The publication of this procedure in the monthly publication of 
the municipal Finance Officers Association as well as in the New 
York Times interested a number of other governmental units. 


Other Expenditures 


The control of other expenditures is not quite as simple as that 
of payroll, due to the nature of the transactions. 

We have seen that the annual appropriation is made by the 
Council to each office, department, or board and is segregated as 
to class of expenditure (i.e., personal services, contractual services, 
and material and supplies). This is further broken down by the 
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chief administrative officer into budgetary units within the depart- 
ments and into quarterly allotments for each class of expenditure. 
Accordingly, the Bureau of Accounting establishes controls for 
each budgetary unit for each class of expenditure and for the 
calendar quarter in which the estimated expense is to be made. 

When a budgetary unit plans to spend money for a certain pur- 
pose, a requisition is prepared, giving full details as to its require- 
ments, and this is forwarded to the bureau of Purchasing, a division 
of the Department of Finance. The Bureau of Purchasing then 
seeks bids, either formally through advertising or informally by 
mail, depending upon the amount. When these bids are received 
and tabulated, the successful bidder is selected. 

Before a purchase order that would obligate the city is issued, 
the Bureau of Accounting must approve the proposed purchase 
with reference to the availability of funds for the purpose indi- 
cated. After the purchase order is issued, payment is made to the 
vendor upon receipt of a standard invoice form from him and a 
properly signed receiving report from the budgetary unit receiving 
the goods or services. 

The records of appropriations and commitments are maintained 
on punched-card accounting equipment, hence we are able to 
secure, with little or no additional effort, by-products useful to 
management. One of these is a weekly report to each budgetary 
unit showing the uncommitted balance of each class of expendi- 
tures. This report gives the information necessary to determine 
whether or not there are sufficient funds on hand to finance pro- 
posed expenditures. In addition, this information is furnished 
monthly to each unit in line detail, that is, detailed expenditures 
within a major class. Also, these same data are available when the 
historical part of the budget request form is completed by the 
Department of Finance. 


Auditing Procedure 

The auditing activity of the city government is accomplished 
in three ways. 

Pre-Audit. Because the Department of Finance is charged with 
the task of preparing payrolls, making purchases of materials and 
supplies, executing contracts, disbursing funds, and collecting or 
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supervising the collection of revenues of all offices, departments, or 
boards of the city, an audit of the documents that support the afore- 
mentioned transactions is an automatic function of the department. 

Independent Audit. The City Charter requires that an annual 
examination of the books and records of the city is to be conducted 
by independent outside auditors. Accordingly, the City Council 
has had an annual audit made of our fiscal operations. The audit 
by the independent auditors has proved very valuable, not only 
because it gives an objective review of the city’s financial operations 
and conditions to the public, but also because it furnishes a very 
useful tool to management. It has been the practice of the auditors 
to hold conferences with the department heads during the course 
of the examination, and as a result of these on-the-spot criticisms we 
have been able to make immediate improvements in the procedure 
that provoked the comments. 

Internal Audit. The internal audit staff may be described as the 
“eyes and ears of management.” Through this unit we are able 
to obtain the current, up-to-the-minute reports on the proper fiscal 
functions and efficiency of our operating departments. The pre- 
audit covers the accuracy and adequacy of documents; the inde- 
pendent audit fills the need of an objective review of our financial 
transactions; the internal audit, however, goes farther than either 
of these and gives us a current detailed report of the fiscal oper- 
ations in the field, in many instances before such operations have 
been relegated to documents. 


CAPITAL BUDGET 
Preparation 

Not later than August 15 of each year, each office, department, 
and board of the city submits to the City Planning Commission 
a list of all the expenditures for permanent physical improvements 
which it plans to make, or believes should be made, during the 
ensuing five years. 

The City Planning Commission is a group of nine citizens 
appointed by the mayor, with the approval of the Council, to serve 
for a period of nine years. Its function is to prepare and keep cur- 
rent a master plan for the physical development of the city, its 
streets, bridges, waterways, parks, open spaces, public housing, 
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slum clearance, and all similar projects. It makes regulations 
governing the subdivision of land, the arrangement of streets, and 
public utilities, recreational areas, vehicular parking, and so forth. 
It is easily observed that the duty of this group is to see that the 
city’s growth is well planned in advance and that it follows the 
proper channels of development for the benefit of the community 
as a whole. 

The previously mentioned list of proposed expenditures 
includes the present projects in process of construction, their status, 
and the amount of money required during the next five years to 
complete them. Desired new projects are listed showing the esti- 
mated cost, method of financing, estimated cost of operating the 
facility after completion, and the source of such moneys. In some 
instances in the past, by the way, the cost of operating a new project 
was completely overlooked when it was planned, and this resulted 
in more headaches when funds for the purpose had to be pro- 
vided out of the Operating Budget. 

The chief administrative officer furnishes the Planning Com- 
mission with a statement showing the moneys likely to be available 
from the General Fund, or other special funds, and the mayor 
recommends to the commission the number of bonds it would be 
proper for the city to issue for the next five years. With these data 
available, the commission’s technicians, the professional city plan- 
ners, make a thorough study of the relative merits of each project, 
its effect upon the community, its practicality, its means of financ- 
ing, and so on. In other words, the Planning Commission, assisted 
by its staff of experts, reviews all requests and submits a five-year 
program, arranged in order of the relative priority of the projects. 

The Capital Program, as prepared by the Planning Commission, 
is forwarded to the mayor for his review and recommendations. 
The mayor then submits the Capital Program to the Council, 
along with his recommendations. These recommendations may 
differ from those submitted by the commission. Simultaneously, he 
submits a Capital Budget ordinance for the first year of the pro- 
gram. (This must be done before November | of each year.) This 
ordinance lists all of the projects scheduled to be constructed dur- 
ing the ensuing year, together with the sources from which the 
funds for financing them are to be available. 
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The Council holds public hearings where all interested parties 
may appear and plead their cases if they differ with the findings of 
the Planning Commission or the recommendations of the mayor. 
The Council then approves the Capital Program and adopts the 
Capital Budget ordinance either as originally submitted or as 
amended by them. 


Enforcement 

The adoption of the Capital Budget ordinance by the Council 
also constitutes an appropriation from the funds indicated when 
these funds are available. Any amendments to the Capital Budget 
must be submitted to the Planning Commission before adoption. 

Offices, departments, or boards may make commitments or 
expenditures from their capital appropriation only when funds 
for the project are available. For instance, although $2,000,000 may 
have been appropriated to the Aviation Board, such funds to come 
from bond financing, no commitments may be honored, nor can 
work commence, until the bonds have actually been sold. 

This, of course, necessitates our setting up a control of avail- 
ability of funds, as well as the appropriation of funds. In the event 
funds do not become available during the year, the appropriation 
lapses at the close of the year. 


Accounting and Auditing Procedure 


The accounting and auditing procedure for the Capital Budget 
is virtually the same as for the Operating Budget. Although capital 
appropriations are not subject to allotment, as previously ex- 
plained, they are not available until funds for each respective 
project are in hand. The purchasing process and payroll procedure 
are the same in all respects. 

Expenditures for capital projects are audited by the pre-audit, 
independent audit, and internal audit groups in a manner similar 
to that of the Operating Budget. 


THE DEPARTMENT OF FINANCE 


As previously indicated, the Department of Finance is charged 
by the City Council and the chief administrative officer with the 
responsibility of seeing that their directives as contained in the 
budget ordinances and the budgetary quarterly allotments are 
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properly carried out. Budget control and appropriation accounting 
is but one function of the Department of Finance. There are four 
main divisions within this department: the Bureau of Revenue, 
the Bureau of the Treasury, the Bureau of Purchasing, and the 
Bureau of Accounting. 

The Bureau of Revenue, headed by the collector of revenue, 
collects all sales taxes, occupational licenses, beverage permits, 
beverage stamps, mayoralty permits, amusement taxes, and so forth. 
Inasmuch as most of the taxes are of the self-assessment type, this 
bureau could be compared with the Internal Revenue Service— 
on a somewhat smaller scale, however. Our customers are the same, 
though—even to the chiselers. 

We conduct field audits of taxpayers’ records and employ other 
means to verify the accuracy of returns filed with us. Several years 
ago we inaugurated a novel method of checking retail dealers’ 
sales tax returns. By abstracting the books of the wholesalers and 
building up a record of purchases made by retail dealers for a year’s 
period, we were able to obtain a fair idea of what their sales should 
be after applying the accepted mark-up for the industrial group 
under review. Needless to say, we developed some beautiful tax 
cases. 

The Bureau of the Treasury maintains the treasury of the city 
and deposits all funds belonging to the city or over which the city 
has custody. Disbursements of funds are also handled by this 
division. The investing of idle funds, that is, funds the city does 
not have to disburse immediately, is done by the Bureau of the 
Treasury. By the way, we are very good customers of the federal 
government, since we have several millions of dollars invested in 
Treasury bills at this time. This has afforded additional revenue to 
the city at no cost to the taxpayers. 

The Bureau of the Treasury is also in charge of the collections 
of real and personal property taxes. In the event the taxes are not 
paid within the prescribed period, the property is sold by the 
bureau for the payment of these taxes. 

A recent addition to the functions of this department has been 
the reactivating of the paving and lien program for the paving 
of city streets, with abutting property owners paying a portion of 
the cost. These payments may be made in annual installments over 
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a period of fifteen years. Financing of the property owners’ pro-rata 
of the cost is done through the sale of paving certificates to the 
public. The collection of the installments, as well as the liquidation 
of the paving certificates at maturity, has been assigned to this 
bureau. 

The Bureau of Purchasing, headed by the city purchasing 
agent, purchases all materials, supplies, equipment, and movable 
and immovable property used by the city or any of its offices, 
departments, or boards. Purchases are made under prescribed 
standards of procedure and in accordance with applicable state 
law. Where the amount is less than $1,000, bids may be secured 
informally by mail without advertising. If over $1,000, it is 
necessary to advertise for bids, and when the successful bidder is 
selected, the purchase must be secured by written contract. Because 
of our smaller purchasing requirements, we must follow a more 
cumbersome method of procurement than that used by the federal 
government, which has the advantage of using nation-wide con- 
tracts with suppliers. In other words, most of cur purchases are 
made on an individual-bid basis. 

In addition to the procurement of property, this bureau is also 
in charge of the disposition of property, movable and immovable, 
no longer needed by the city. 

It is our plan, just as soon as finances permit, to establish a 
central warehouse to store and issue materials and supplies in 
common use by all offices, departments, and boards. Other cities 
have found out that considerable savings may be made, and serv- 
ices improved, by such an activity. Last year I had the pleasure of 
visiting the central warehouse established in Milwaukee, and I 
was very much impressed with the amount of money this city was 
saving annually through this operation. 

The Bureau of Accounting is the hub of the Department of 
Finance—as a matter of fact, it is the focal point for all of the fiscal 
affairs of the city. 

I have already touched upon its functions insofar as budgeting 
and auditing are concerned; however, this division has many other 
responsibilities. For example: 

1. It supervises employees of other departments who have been 
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delegated to collect money for account of the Department of 
Finance. 

2. It prepares tax rolls and tax bills for real and personal 
property. 

3. It keeps accurate and detailed records of all receipts and 
disbursements. 

4. It maintains a perpetual inventory of all equipment owned 
or controlled by the city. 

5. It keeps the general books of the city, including all funds 
such as general, capital, trust funds, debt service, pension, revolv- 
ing, deposit, escrow, reserve, petty cash, and change funds. 

6. It prescribes, maintains, and supervises the general and cost 
accounting systems for all offices, departments, and boards. 

7. It prepares all checks, that is, payroll, pension, disbursements, 
and so forth. 

8. It issues statements periodically, showing the financial con- 
dition of the various funds operated by the city. 

9. It prepares annually, for publication by the Director of 
Finance, a detailed report of the city’s fiscal operations. 


10. It furnishes budgetary data weekly to all offices, departments, 
and boards. 








Edward W. Fitzgerald 


A Strong Link in the 


Cost Accounting Chain 


The technique of job timekeeping represents a fundamental and 
significant part of cost accounting. The timekeeping system must be 
designed to fit an activity and must be simple, accurate, flexible, and 
economical. The author describes several approaches to the perform- 
ance of the timekeeping function and discusses the advantages and dis- 
advantages of these approaches. 

Mr. Fitzgerald is a member of the Washington chapter of F.G.A.A. 


OF paramount importance in any cost accounting system are the 
usefulness of the information found in the basic source documents 
and the efficiency of the method by which such information is ac- 
cumulated. This is true in records of transactions concerning the 
issuance of material, charges for direct labor, or application of over- 
head. One of the links that too frequently receives but cursory con- 
sideration, other than at the operating level, is the technique of 
productive job timekeeping. 

A job timekeeping system must be engineered primarily to meet 
the needs of the using activity and to facilitate its operations and, 
secondarily, to satisfy the “SAVE” criteria; i.e., Simplicity, 
Accuracy, Versatility, and Economy. 

In simple terms, a job timekeeper records the elapsed time 
spent by a worker, or a group of workers performing the same oper- 
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ation, at his or their work. Usually this timekeeping function is 
performed either by cost-accountant-department timekeepers or 
shop timekeepers, by the worker himself, by a foreman or super- 
visor, or by a combination thereof. 

Cost timekeepers are those employees of the cost accounting 
department, or its equivalent, whose prime function is to collect 
and record data on productive job time. Shop timekeepers, on the 
other hand, are employees assigned within a shop primarily to 
collect and record data on productive job time and secondarily to 
perform corollary functions peculiar to job timekeeping at the 
shop level. Cost-department and shop timekeepers are frequently 
referred to by other titles dictated by their physical activity; i.e., 
field, area, or roving timekeepers; time clerks; shop clerks; and so 
on. Cost-department timekeepers rarely, if ever, are given super- 
vision of shop personnel. Workmen or foremen, commonly called 
bench-level or supervisory timekeepers, as the case may be, are 
both self-explanatory. 

Each type has its advantages and disadvantages. One system 
which may prove to be exceptionally well adapted to a given set of 
circumstances may be completely snonengearnee under a set of 
entirely different circumstances. 

Cost-department timekeepers, for example, are educated and 
trained for the clerical duties of recording job time; they can and 
should devote full time to that function, and they can concentrate 
on accuracy and compliance with instructions and procedures. 
Normally they have greater dexterity in manually recording job 
time than does a foreman or a worker; they are not under the direct 
supervision of shop personnel; they record job time, generally, as 
it is observed; and they relieve production personnel of the duty 
of recording job time. Conversely, cost-department timekeepers 
are an expensive item of overhead and, if not adequately con- 
trolled, can result in excessive burden. They do not always observe 
the job directly and thus, through no fault of their own, may not 
always record the job time actually used. The number of produc- 
tion personnel for which job time is recorded may be so great as 
to occasion a dependence and reliance upon information handed 
out by the workman or foreman, and this may become a substitute 
for observation and hence a cause of duplication as well as an 
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undesirable recording of job time as seen through the eyes of a 
second party. The use of cost-department timekeepers may result 
in a lack of cost consciousness on the part of production personnel, 
and this may interrupt productive personnel excessively in per- 
forming their duties. They are not subject to close supervision, and 
any lack of knowledge of production may reflect adversely in job- 
time recordings. 

Foreman or supervisory timekeeping eliminates the need, to a 
great extent, for cost-department timekeepers. Knowledge of the 
workmen and production schedules is conducive to accuracy, pro- 
motes cost consciousness on the part of production supervisory 
personnel, and keeps such personnel alert to adverse trends. Con- 
versely, such job timekeeping utilizes supervisory productive time 
—which is costly—for an essentially clerical function. It could 
conceivably encourage production supervisors to distort job time 
to shroud or veil shortcomings in production. Such duties may 
encourage foremen to obtain shop clerks—where perhaps such 
clerks are not necessary. It would encourage and perhaps occasion 
the employment of “‘stand-by” alternates in the event of the absence 
of the foreman. 

Job timekeeping by workmen eliminates the use of cost-account- 
ing-department timekeepers; likewise, it promotes cost conscious- 
ness on the part of the worker and eliminates disruption to 
production by cost-accounting-department timekeepers. It is con- 
ducive to the exact recording of elapsed time, due to the familiarity 
of the worker with his own work. Conversely, it utilizes the time 
of the productive worker. In addition, some production workers 
are not clerically competent or inclined. They may destroy or 
prepare time chits or cards illegibly, and lack of interest on the part 
of the worker may also cause inaccuracies. 
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Herschel C. Walling 


Technical Accounting 


Developments 


GAO POLICY AND PROCEDURES MANUAL 


THE comptroller general has advised the heads of the depart- 
ments and agencies (B—114365, April 8, 1957) that the General 
Accounting Office is preparing a loose-leaf manual to be known 
as the General Accounting Office Policy and Procedures Manual 
for Guidance of Federal Agencies. 

The manual will be the official medium through which the 
comptroller general will promulgate (1) accounting principles, 
standards, and related requirements, and illustrative accounting 
procedures and methods for the guidance of federal agencies, (2) 
uniform procedures for use by federal agencies, and (3) regulations 
governing the relationships of the General Accounting Office with 
other federal agencies and with individuals and private concerns 
doing business with the government. It will incorporate and super- 
sede material heretofore issued as general regulations, accounting 
systems memorandums, circular letters, bulletins, and accounting 
principles memorandums. In addition to such regulatory material, 
it will also include considerable new material, particularly the 
illustrative accounting procedures and methods for use by the 
agencies as a guide in designing their accounting systems and pro- 
cedures and in training programs. It will not, however, include 
Decisions of the Comptroller General, which will continue to be 
published separately. 





64 THE FEDERAL ACCOUNTANT 


Sample copies of a portion of the manual have been printed and 
were distributed to the federal agencies on April 8 to determine the 
number of copies which will be needed throughout the govern- 
ment. Sufficient copies are to be furnished without cost to meet the 
reasonable needs of each agency. Special arrangements may be 
made by an agency for printing additional copies at its expense. 
Arrangements are to be made to make copies available to the 
public. 

The manual is to be printed and distributed during the summer. 
It may not include some of the new material. Any omitted material 
will be issued later for addition to the portion previously issued. 


PAYROLL PROCEDURES 


General Accounting Office General Regulations No. 133, March 
5, 1957, prescribes the principles and standards and certain uniform 
procedures to be observed in preparing the payrolls and main- 
taining the leave records for civilian employees of the executive 
agencies. These regulations summarize briefly the requisites for the 
establishment of an adequate payroll system and prescribe the 
principles and standards to be observed by each executive agency 
in developing its payroll system for approval by the comptroller 
general. 

The payroll systems submitted for approval will be tested against 
the principles, standards, and related requirements contained in 
these regulations. The need for departures will be recognized, how- 
ever, if warranted by special circumstances. It is required that the 
payroll systems heretofore approved be reviewed and that those 
which do not conform to these regulations be revised in accordance 
therewith and submitted for approval, with a justification for any 
departures deemed to be warranted. Departures heretofore 
approved from the prescribed standard forms and uniform pro- 
cedures may continue in use insofar as they are not inconsistent 
with the principles and standards set forth in the regulations. 


REPORT OF REAL PROPERTY LEASED TO 
THE UNITED STATES 


An Inventory Report on Real Property Leased to the United 
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States throughout the World as of July 1, 1956, has been published 
as Senate Document No. 41, 85th Congress. It was prepared by the 
General Services Administration at the request of the Senate Com- 
mittee on Appropriations. It is a companion report to Senate 
Document No. 25, issued February 11, 1957, Inventory Report on 
Real Property Owned by the United States throughout the World 
as of June 30, 1956. 


ANNUAL MOTOR VEHICLE REPORT 


Title 1, Personal Property Management, of the Regulations of 
the General Services Administration requires each executive 
“holding agency” having accountability for motor vehicles owned 
by or rented or leased to the government to submit an Annual 
Motor Vehicle Report for each fiscal year to the Motor Equipment 
Division, Federal Supply Service. The General Services Adminis- 
tration furnishes a consolidated report to the Congress. 

The House Committee on Government Operations requested 
the General Accounting Office to co-operate with the General 
Services Administration in establishing adequate reporting re- 
quirements for the agencies of their operating and maintenance 
costs for motor vehicles, including the related distribution of 
expenses and overhead costs, in order that uniformity in the agency 
reports may thus be obtained. In accordance with this request and 
in collaboration with the General Accounting Office, the General 
Services Administration has revised the reporting requirements for 
the Annual Motor Vehicle Report (Standard Form 82), under date 
of March 21, 1957. 

This revised report provides for reporting motor vehicle depre- 
ciation and rental expenses and for segregating motor-vehicle 
accident damage, overhead, and indirect expenses from operating 
and maintenance expenses. It also provides: “It is the responsibility 
of each holding agency to develop such procedures and records 
as are needed for the management and control of motor vehicles 
and for supplying the reports prescribed by this Part” (G.S.A. 
Reg. 1-V—101.03). The recommendation previously contained in 
this subsection that cost data be maintained on an individual 
vehicle basis has been deleted. 
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RECORD RETENTION REQUIREMENTS 


The General Services Administration has published a Guide to 
Record Retention Requirement (Part II, Federal Register, April , 
11, 1957). It lists the types of records that can be required by 
executive agencies of the federal government for audit and other 
purposes and the periods for which they should be retained. 


FEDERAL EMPLOYEES UNIFORM ALLOWANCES 


Title IV of the Federal Employees Uniform Allowance Act of | 
September 1954, as amended (5 U.S.C. 2131) authorizes annual | 
appropriations not to exceed $100 per uniformed employee in | 
order to provide for the furnishing of uniforms at a cost per 
uniformed employee not exceeding $100 per annum or the pay. | 
ment of an annual allowance not exceeding $100 for the acquisition 
of uniforms to any employee who is required by regulations or by 
law to wear a prescribed uniform when on official duty. Rules 
for the administration of this title are prescribed by the Bureau 
of the Budget in its Circular No. A-30. | 

This circular was revised as of April 16, 1957. The revision sets 
forth the current responsibilities of each agency head with respect | 
to a review of agency regulations to determine whether the wearing | 
of uniforms by particular groups of employees is necessary and, 
if so, whether furnishing the uniforms or paying uniform allow- | 
ances is in the best interest of the government. It also provides for 
payment of uniform allowances at the end of a period of service, 
where an agency does not elect to pay the allowances in advance of 
service. 


APPROPRIATIONS ON ACCRUED EXPENDITURES BASIS 


The Subcommittee on Executive and Legislative Reorganization 
of the House Committee on Government Operations has held hear- 
ings on H.R. 758, introduced by Congressman Glenard P. Lips- 
comb (Cal.), H.R. 2494, introduced by Congressman Paul G. 
Rogers (Fla.), and several other similar bills designed to place | 
budget submissions on an annual accrued expenditure basis. 
Hearings have been held by the Reorganization Subcommittee of | 
the Senate Committee on Government Operations on a similar | 
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Senate bill, S. 434, introduced by Senator John F. Kennedy (Mass.). 
The Senate passed S. 434 on June 5 with an amendment, proposed 
by Senator Kennedy, to authorize inclusion of contract authoriza- 
tions in the appropriations. 

These bills provide that requests for proposed appropriations 
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by the President, be determined on an annual accrued expenditure 
basis. Annual accrued expenditures are defined as relating to goods 
and services to be received in a fiscal year, advance payments, 
progress payments, and such other payments as are authorized to 
be made by law. Certain types of appropriations are specifically 
excluded from the application of this type of budget submissions. 
The bills also provide that the excess of any appropriation or fund 
made available on an annual accrued expenditure basis over the 
accrued expenditures of the year involved would lapse at the end 
of the fiscal year. The amount charged to the appropriation or fund 
which is represented by accounts payable at June 30 would be 
merged in a single account, for disbursing purposes, with any 
similar appropriation or fund for the next fiscal year. 
Appropriations are now made on the obligations basis, that is, 
orders placed, contracts awarded, services received, and similar 
transactions during a given period requiring future payment of 


| money. 


CERTIFICATION OF INVOICES BY VENDORS 


General Regulations No. 134 were issued by the General Ac- 
counting Office under date of March 11, 1957. They discontinue, 
except for invoices and bills for transportation and accessorial 
services, the requirement that invoices or bills submitted by all 
vendors conducting business with government agencies be certified 
“as correct and just and that payment has not been received.” The 
elimination of the requirement for certification “does not in any 
manner lessen the responsibility of vendors in complying with 
all statutory requirements applicable to transactions with the 
Government, nor will it be construed as mitigating their liability 
for asserting false, fictitious, or fraudulent claims against the 
United States.” 
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ADJUSTMENT OF CLAIMS FOR ERRORS IN 
COMPUTATION 


Previous decisions of the comptroller general (9 Comp. Gen. 251 
and 22 ibid. 304) have followed the established rule that adminis- 
trative or accounting officers or employees may not increase the 
amount of a voucher representing a claim against the government. 
The underlying principle of that rule is that no change in a claim- 
ant’s account should be made by other than the claimant so as to 
increase the amount claimed to be due from the government, and 
it is founded upon policy of the courts where no greater amount 
than is claimed can ordinarily be recovered without an amend- 
ment of the pleadings. 

The assistant comptroller general (B—131105, May 13, 1957) has 
approved an audit adjustment procedure of the International 
Cooperation Administration under which the agency will increase 
claims involving minor errors in computation or extension in 
amounts not in excess of ten dollars, without amendment of the 
claims by the claimants. If the error is in excess of ten dollars, the 
agency may notify the claimant in order that the error may be 
explained or, if necessary, corrected. This change is expected to 
reduce the number of small claims for additional amounts due and 
the administrative costs of handling them. 


LIMITATION AND SUBSIDIARY ACCOUNTS 


The General Accounting Office in General Regulations No. 84. 
Supplement No. 3, dated December 3, 1951, requires agencies hav- 
ing funds at their disposal which are subject to appropriation or 
special limitations to establish and maintain such accounts as may 
be necessary to control such limitations. They are also required to 
establish subsidiary accounts to the basic working fund accounts 
for advances under Section 601 of the Economy Act (31 U.S.C. 686). 
They are likewise required to establish and maintain such sub- 
sidiary records as may be necessary for audit and management 
purposes to provide classifications below the level of the receipt 
accounts prescribed by the Treasury Department. 

Supplement No. 3 has required the agencies to furnish advices to 
the General Accounting Office, with pertinent citations and infor- 
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mation, of the controls established for limitations and of the 
subsidiary accounts established under working fund and receipt 
accounts for determination that controls for all limitations and 
proper subsidiary accounts had been provided. 

Supplement No. 4, dated April 22, 1957, rescinds this require- 
ment that advices of limitations and subsidiary accounts be fur- 
nished to the General Accounting Office. 


REPAYMENTS TO APPROPRIATIONS 


The general rule is that collections from sources outside the 
government of monies for the use of the United States shall be 
turned into the Treasury as “miscellaneous receipts” (31 U.S.C. 
484). Monies thus covered cannot be withdrawn except in conse- 
quence of subsequent appropriations made by law. Before an 
agency can credit collections from outside sources to an appropria- 
tion, other than refunds of advances or erroneous payments, specific 
authority must be granted by law. 

The General Accounting Office’s Accounting Systems Memo- 
randum No. 10, dated October 5, 1950, contains the requirement 
that “‘all collection documents involving reimbursements to appro- 
priations should contain a citation of the authority permitting the 
amounts to be credited to an appropriation” (paragraph 2a). This 
requirement has been eliminated by Supplement No. 1, dated 
April 30, 1957. The supplement provides, however, that agencies 
will be required to produce the citations of authority if called for 
in connection with the audit by the General Accounting Office. 


SERVICES OF TRAVEL AGENCIES 


The General Accounting Office has revised General Regulations 
No. 123 with respect to the utilization of the services of travel 
agencies by issuance of Supplement No. 2, dated April 9, 1957. The 
supplement states that passenger transportation services by air, 
bus, rail, or water for the account of the United States should be 
procured directly from the carriers. It permits the use of travel 
agencies, however, under specified conditions involving travel 
abroad. 





Book Review 


Committee on Accounting and Business Practices of the American 
Hospital Association. Bookkeeping Procedures and Business Practices 
for Small Hospitals. Chicago, Illinois: American Hospital Associa- 
tion, 1956. 170 pp. 


As stated on its cover, this is a “handbook on accounting, statistics 
and business office procedures for hospitals, Section 2.” It has been 
developed within the framework of its predecessor volume bearing the 
same title, Section 1, published in 1950. In its introduction the com- 
mittee stated it has endeavored to provide “a workable and practical 
guide for small hospitals in developing adequate bookkeeping pro- 
cedures and business practices.” It is not the objective of the handbook 
to illustrate a bookkeeping system as such, nor to support any one illus- 
trated procedure in preference to another. It represents a form of 
reference manual of suggestions, many of which are adaptable in 
formulating a system. 

The adage that “a single picture is worth a thousand words” is 
certainly brought out forcefully here, since nearly one-half of the total 
pages are illustrations. There are eighty-two illustrations of records, 
reports, and other forms spaced throughout the volume in relation to 
the text which describes them. 

This work should be of practical value to systems people, and it will 
also serve as a refresher course in the fundamental concepts of com- 
mercial accounting procedures. This should be of timely interest to 
government accountants in the hospital field in view of the trend 
toward accrual accounting and cost-based budgets as enunciated in 
Public Law 863, 84th Congress. 

The committee which prepared this volume was composed of two 
certified public accountants, one chartered accountant, and five leaders 
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in the private hospital field. The committee should be commended for 
its concise and simplified presentation of each segment of the book. 
There are fourteen chapters. 

Chapter 1 (Bookkeeping Principles and Records) deals with the 
fundamentals of bookkeeping generally and is stated in such elementary 
terms that anyone possessing a business school education in book- 
keeping procedures should have no difficulty in applying these prin- 
ciples. Two very timely definitions of accrual accounting and fund 
accounting are included. 

Chapter 2 (Chart of Accounts) presents a chart of accounts for 
recording transactions found to be typical in hospitals for the general 
fund, temporary fund, permanent or endowment fund, and plant fund. 
In this chapter, thirteen pages are devoted to complete descriptions 
of each class of account to show what types of transactions should be 
included in each. 

Chapter 3 (Accounts Receivable) illustrates the recording of accrued 
income for inpatient, outpatient, and emergency treatment; and for 
special services, such as operating room, delivery room, laboratory, 
special drugs, and so forth. Preprinting and prenumbering techniques 
for charge slips are employed as time savers and for purposes of internal 
control. The well-established principle of aging accounts receivable 
for credit and collection purposes is included. 

Chapter 4 (Cash Receipts and Banking Practices) enunciates some 
of the sound principles of safeguarding cash and cash items, such as 
(1) daily deposits of all collections, (2) disbursements only by check 
(except petty cash), and (3) bonding of all employees having access to 
cash. Here again, the principle of prenumbering for internal control 
purposes is recommended for cash receipts. 

Chapters 5, 6 and 7 (Accounts Payable, Payroll, and Cash Disburse- 
ments) explain the customary treatment of establishing liabilities for 
payroll costs and outside creditors and the recording of disbursements 
related to these liabilities. 

Chapter 8 (Inventory Control) defines inventory control as a “con- 
tinuous means of verifying and accounting for materials and supplies 
purchased and issued.” This concept is in line with the property 
accounting procedures which are being strengthened more and more 
in the federal government, the principle of which is included in Public 
Law 863 as one of the elements of financial management improvement 
desired by the Congress. 

Chapter 9 (The Trial Balance, Adjusting and Closing Entries) illus- 
trates the working trial balance téchnique of closing the accounts and 
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producing the basis for preparation of per!uiic financial reports. The 
types of financial reports ordinarily produced for private hospital 
management but which are basically applicable to hospitals in the 
federal service are illustrated in Chapter 11 (Financial Reports). 

Chapter 10 (Miscellaneous Bookkeeping Records and Procedures) 
treats a miscellany of subjects such as refunds to patients, accounting for 
investments, writing board applications and techniques for accounts 
receivable, cash receipts records, accounts payable, and payroll. Some of 
the writing board techniques (i.e., production of at least two records 
at one writing) mentioned here have been successfully adopted within 
the past two years in some of the hospitals of the Public Health Service, 
Department of Health, Education, and Welfare. 

The second part of this volume, which deals with “Business Prac- 
tices,” stresses in Chapter 12 (Credit and Collections) the importance 
of a sound collection policy in hospital administration, notwithstanding 
the humanitarian aspects of the functional activity. It treats how this 
process should be handled at the various stages of a patient’s hospital- 
ization from the time of admission until after discharge. The use of 
telegrams as a collection technique under certain circumstances is 
advocated but with the restraining caution that local laws should be 
checked since some state statutes forbid this practice. 

Chapter 13 (Purchasing, Receiving, and Stores) includes a brief 
discussion of the pros and cons of decentralized as opposed to cen- 
tralized purchasing. The authors have taken the position that central- 
ized purchasing has more merit and consequently have confined their 
remarks in this chapter to that type of organization. Also outlined are 
the advantages of vesting authority in one person in the hospital area, 
such as better standardization of supplies, more efficient tie-in with 
receiving and stores procedures, better accounting control and provision 
of a basis for review of items for considering alternates at possible 
lower prices. Typical purchasing officers’ records and receiving reports 
are illustrated. The use of stock catalogues with stock numbers for each 
item in the storeroom is mentioned as an aid in standardizing nomen- 
clature and in ordering replenishments. 

The various uses of quantitative data in developing statistics for 
guides of hospital administrators, budget people, and accountants is 
explored in Chapter 14 (Statistics). Notably the mention of the 
development of average income and unit costs is important. Unit costs 
are developed in federal hospitals for patient days and ration costs per 
meal and are especially important in determining data to be used by 
the Bureau of the Budget in establishing a reciprocal rate for an 
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inpatient day as used in all federally operated hospitals. This rate is 
used for billing interagency charges for services rendered to respective 
beneficiaries. 

An appendix gives a comprehensive list of the types of supplies 
generally found in hospitals, the type of expenses other than supplies 
and salaries, items of fixed equipment, and finally, a list of typical 
items of major movable equipment. The latter two lists include the 
estimated life of each item in number of years for depreciation 
purposes. 

Because of a dearth of writings on the subject of hospital accounting, 
the bibliography cites only three publications. 

One need not be a professional accountant to assimilate and under- 
stand what this handbook is intended to convey to the reader. Its 
presentation is direct and not in any way complicated. It not only 
should serve the current financial management needs of small private 
hospitals but provide basic material for expansion in larger organiza- 
tional units where mechanized accounting may be desired. 

F. NORMAN HEARN 
Public Health Service 
Department of Health, 
Education, and Welfare 








H. Edward Breen 


Current Publications 


and Articles 


BOOKS AND PAMPHLETS 


American Hospital Association, Committee on Accounting and Busi- 
ness Practices of the American Hospital Association. Bookkeeping 
Procedures and Business Practices for Small Hospitals. Chicago, 
Illinois: The Association, 1956. 170 pp. $1.50. 


This handbook on accounting, statistics, and business office procedures 
for hospitals, which supercedes the 1950 publication, is a workable and 
practical guide for small hospitals in developing adequate bookkeeping 
procedures and business practices. It is a guide for system designers and 
a form of reference manual of suggestions, many of which are adaptable 
in formulating a system for small hospitals. 


American Institute of Certified Public Accountants. Accounting Trends 
and Techniques. (Tenth Annual Survey by the Research Department 
of the American Institute of Certified Public Accounts.) New York: 
The Institute, 1956. 270 pp. $15.00. 


This is a comprehensive study of the accounting aspects of financial 
reports issued annually by six hundred industrial and commercial 
corporations. 

Significant accounting trends as revealed in the reports of the six 
hundred companies are presented in numerous comparative tabulations 
throughout the study. 
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American Institute of Certified Public Accountants. Modern Account- 


ing for Better Business Management. New York: The Institute, 1957. 
72 p. $1.50. 


This pamphlet contains fourteen specially selected articles which 
have appeared in the Journal of Accountancy during the months 
immediately past. The selected group of articles is of importance to 
the accountant as well as the business executive, including such topics 
as accounting in management, the C.P.A.’s role at stockholder meetings, 
managerial development, an executive looks at accountancy, and other 
topics of equal interest. 


Littleton, A. C., and B. S. Yamey. Studies in the History of Accounting. 
Homewood, Illinois: Richard D. Irwin, Inc., 1956. 400 pp. $7.00. 


A comprehensive volume covering the history of accounting which 
spans a period of roughly two and a half thousand years, from classical 
antiquity to approximately 1900. The book includes a wide range of 
topics and consists almost entirely of new material and incorporates the 
results of much recent research. 


National Association of Cost Accountants. Costing Joint Products. 
(Research Series No. 31, Research Staff of the National Association of 
Cost Accountants.) New York: The Association, 1957. 54 pp. $1.00. 


This important research pamphlet is presented in digest form in the 
April 1957 N.A.C.A. Bulletin, pp. 1016-1021. 

The pamphlet is divided into five chapters as follows: Summary, 
Definition of Terms, Accounting for Co-Products, Accounting for By- 
Products, and Analysis of Joint Costs for Managerial Decisions. The 
study defined the field and explored the nature of joint costs and 
demonstrated how useful costs can be developed for joint products. The 
Research Committee does not attempt to solve specific costing problems, 
but the findings obtained will help to broaden understanding of and 
to clarify thinking about cost behavior where costs are joint. 


Schlatter, Charles F., and J. William Schlatter. Cost Accounting. 2d 
ed. New York: John Wiley & Sons, Inc., 1957. 725 pp. $7.25. 


The second edition of Cost Accounting stresses basic principles and 
emphasizes the importance of cost analysis for cost control and other 
managerial purposes. A change in the presentation effected by the 








76 THE FEDERAL ACCOUNTANT 


authors has been the introduction of standard costs early in the book. 
This is one of the best volumes written in cost accounting, pre- 


senting clearly the managerial approach to cost control throughout the 
book. 


ARTICLES 


American Institute of Certified Public Accountants. Editorial, ‘“Ac- 
counting Services to Management,” Journal of Accountancy, 103 
(June 1957), 29-30. 


The development of accounting into a universal tool of management 
has affected the practice of the public accountant. The editorial briefly 
summarizes the problem attendant to the situation at hand. 


American Institute of Certified Public Accountants, Research Depart- 
ment. “Management Services by CPA’s,” Journal of Accountancy, 
103 (June 1957), 42-47. 


An interesting analysis which presents the development of manage- 
ment services and explains the extent to which they are treated as 
specific engagements by thirty-three locally operating firms. 


Bedford, Norton M. “Accounting Measurements of Economic Con- 
cepts,” Journal of Accountancy, 103 (May 1957), 56-62. 


The author presents an analysis of the areas of disagreement between 
the accountant and the economist and suggests that differences may 
not be so significant as is sometimes assumed. 


Bower, James B. “A Profession of Accounting—or of Accountancy?” 
Accounting Review, 32 (April 1957), 194-198. 


A timely discussion distinguishing between the profession of ac- 
counting and accountancy. The broader concept is gaining acceptance, 
but it will need the assistance of educators, professional and industrial 
accountants, and others to gain full acceptance by the business world. 


Gaynor, E. W. “Testing of Relationships in Cost Planning,” N.A.C.A. 
Bulletin, 38 (May 1957), 1114-1122. 


“When costs are projected into the future as a competent process, 
in the total process of planning, the projection usually reflects the 
acceptance of stated relationships between one cost and another or 
between a cost and some other type of base. The degree of accuracy of 
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these relationships then underlies the usefulness of the forecast. Here 
presented is a description and elucidation of statistical means—the 
co-efficient of correlation—to test the reliability of the relationship.” 
A practical illustration is included. 


Grady, Paul. “The Broader Concept of Internal Control,” Journal of 
Accountancy, 103 (May 1957), 36-41. 


This discussion was prompted by an article in the January 1957 issue 
of the Journal of Accountancy, “The Independent Auditor and In- 
ternal Control,” and another article in the February Journal, “Internal 
Control and Legal Responsibility.” The author, a former chairman of 
the auditing procedure committee, suggests that auditors not adopt 
too narrow a concept of their responsibility in internal control. 


Heinaman, S. T. “Basing Capital Outlays on Return on Investment,” 
N.A.C.A. Bulletin, 38 (April 1957), 992-1002. 


The author suggests a clear and concise method of reporting return- 
on-investment-employed in much the same manner as that employed for 
reporting on operations. It is a very useful method of evaluating 
capital-outlay proposals. The author presents a method of pretesting 
and postreviewing suggested capital outlays for future earnings. 


Heuser, Forrest L. “You Can Control Starting Costs,” N.A.C.A. Bulle- 
tin, 38 (April 1957), 1047-1052. 


The author discusses types of abnormal costs which may be incurred 
when a new plant is started or a major modification in product design 
occurs. “The principles discussed apply equally to any major product 
changes or change in manufacturing operation. The opinion is ex- 
pressed that abnormal costs associated with major changes can be 
controlled.” 


Howell, F. S. “Electronic Computer—Threat and Opportunity,” 
N.A.C.A. Bulletin, 38 (May 1957), 1150-1153. 


“In the past, at least, accounting has had to compromise with needs 
for flexibility, completeness, and accuracy because of the costliness of, 
or other impediment to, a more satisfactory accounting product. If this 
is substantially less necessary now with the potentials of electronic 
computers, where, asks the present author, will accountants (and 
accounting) stand if they continue to preoccupy themselves with the 
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techniques of achieving these compromises and fail to reach out to 
new opportunities?” 


May, George O. “Income Accounting and Social Revolution,” Journal 
of Accountancy, 103 (June 1957), 37-41. 


Mr. May, a long-time leader in the accounting profession, examines 
the political and technological changes in the past twenty-five years 
and their impact on accounting principles. 


Morey, Lloyd. “Fiscal Reorganization in the Illinois Government,” 


Journal of Accountancy, 103 (April 1957), 37-41. 


The author presents significant weaknesses, classified as constitu- 
tional, statutory, and administrative and gives recommendations for 
the correction of those weaknesses. 


Moss, Morton F., and Wilber C. Haseman. “Some Comments on the 
Applicability of Direct Costing to Decision Making,” Accounting 
Review, 32 (April 1957), 184-193. 


The authors critically review and analyze direct costing. They con- 
clude that direct costing is not synonymous with the economist’s con- 
cept of marginal costing and that direct costing has some limitations 
with respect to usefulness to management. “Direct costing does not 
seem to be a panacea to meet the needs of man2gement.. . . However, 
when used wisely, with awareness as to its limitations and weaknesses, 
direct costing is undoubtedly one of the most useful tools that account- 
ants have yet devised to aid management in making certain decisions.” 


Quinn, David F. “Planning What Your Cost Analyses Will Cost,” 
N.A.C.A. Bulletin, 38 (May 1957), 1130-1134. 


This is a short but interesting description of a cost analysis section 
subjected to a budget and the utilization of work orders as a budget 
base. 


Stans, Maurice H. “Reorganization in the Post Office,” Journal of 
Accountancy, 103 (June 1957, 53-59 and 104 (July 1957), 33-44. 


A two-part article on the operation of the postal service and the 


extensive financial reorganization which has been in progress since 
1953. 
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